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A. 


fe much rly lind? 


Yes, it is within the financial reach of almost 
every one who will buy a new car in 1935. 


A. 


Anyone who has seen it at the Auto Shows can 
tell you that it has. It is a real Packard. It looks 
like a Packard. It even has the famous Packard 
hub caps. Furthermore, we believe this car is 
built to a higher standard of mechanical excel- 
lence than any other car of its price. 


Is ite big Com Gn? 


It is unusually big and roomy, with generous 
head room and leg room. Doors are extra wide. 
The car is more than 16 feet in over-all length. 
The wheelbase is 120 inches. 


Eight. It has, we believe, the most powerful 
straight-eight motor ever put in a car of its size. 
This motor develops 110 horsepower, giving the 
car almost “motorcycle” pick-up, a top speed of 
better than 90 miles an hour and greater agility 
in trafic than any other car of its weight. 


the Packard 120 coat much ts oferate ? 


No, because: 
1. The motor of the Packard 120 has an alu- 
minum head which eliminates the need for 


premium motor fuel—an unusual feature 
in cars of this price. 


2. It does not need lubrication as often. Out- 
side of the crankcase, no point on this new 
Packard needs attention oftener than six times 
a year. 


3. Its parts are so precisely machined and so 
accurately adjusted that the need for ser- 
vicing is greatly reduced. 


4. It can be serviced cheaply. Packard assures 
that charges for parts and service on the 
Packard 120 will be no more than for other 
cars in its price class. 


Ase More than any othernewcarever introduced. The 


Above we have answered but nine of the ninety and nine questions 
most frequently asked about the new Packard 120. We have pre- 


vital parts of the Packard 120 have been given 
the greatest of all tests—the test of time. They 
represent Packard’s years of experience in de- 
signing and building fine cars. The proof of their 
excellence is the millions of miles they have been 
driven by Packard owners. Add to this the fact 
that all America has been the proving ground 
for the new Packard 120. Over all types of roads. 
In all climates. No other Packard in our 35 years 
of manufacturing experience has ever been sub- 
jected to such gruelling testing! 


of ths otter 


It has Servo-Sealed hydraulic brakes, with the 
exclusive Packard dirt and water seal. It has 
Packard’s exclusive SAFE-I-FLEX independent 
front wheel suspension. This design provides a 
safer and a smoother ride; eliminates side-sway 
and “gallop”; holds front wheels in positive 
alignment and requires a new minimum of lubri- 
cation attention. It hasthe Packard-builtSafety- 
plus body, in Packard’s opinion the strongest, 
safest, most modern body that ever went on a 
chassis; it has the Packard Angleset rear axle, 
and many features never before found in a car 
of this price. 


Early in March. But you can place your order 
now at any Packard showroom and be one of the 
first to drive this remarkable new car. Any Pack- 
ard dealer will gladly explain to you how easily 
the Packard 120 may be purchased on a con- 
venient monthly payment plan. Aid so certain is 
Packard that this car will surpass your expectations 
that you may place your order now and take delivery 
or not as you wish when you see your own new car. 


iti ? 


Prices on the Packard 120 range from $980 to 
$1095, at the factory. Within this narrow price 
range there are seven models to choose from, 
each available in a variety of smart, attractive 
color combinations. When you see and drive 
the Packard 120, you will agree that never be- 
fore has so fine a car been offered forso lowa price. 


pared a booklet answering all ninety-nine questions which any 
Packard dealer will gladly give you. If there is no Packard dealer in 


your community write direct to the Packard Motor Car Co., Detroit. 
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Bank News 
from Washington 


the Constitution ever had the least 

idea that banking, industry, com- 
merce, agriculture and business of every 
sort would some time be compelled to 
take their cue for their parts in national 
life from the seat of government. Wash- 
ington, indeed, in their day did not 
exist. Other cities of the country had 
command of its economic life. Even to- 
day other cities, in theory, control the 
nation’s economic destiny, but in actual 
fact everything and everybody looks to 
Washington. 

Bankers cannot go very far in plan- 
ning the operations of their institutions 
until they know what is to happen to 
the Federal Reserve System, what the 
ultimate layout of the Federal Deposit 
Insurance Corporation is to be or what 
regulations they must face in the intri- 
cate control set up through the Treas- 
ury Department, the F.D.I.C., the 
R.F.C., the Federal Reserve and the 
amateur financiers “on the Hill’ in the 
national capital. 

Industry cannot act until it knows 
what effect the relief policies of the Gov- 
ernment will have upon its own efforts, 
what is to become of the price fixing and 
other regulations of the N.R.A. and 
what the credit 
policies of the 
Governmentmay 
be. Agriculture 
today derives its 
very life from 
governmental 
regulation and 
processing tax 
pap. Commerce 
in its broader 
sense depends 
upon govern- 
mental policies 
controlling in- 
dustry and agri- 
culture and the 
results of the 
joint debate now 
in progress among 
authorities hav- 
ing to do with 
foreign trade, 
while even retail- 
ers await the re- 
sults of govern- 
ment spending. 


[’ IS very doubtful that the fathers of 
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Central Bank 


It is generally assumed that Franklin 
D. Roosevelt is in command of Con- 
gress, and, since he is thought to be op- 
posed to the idea of a central bank as a 
successor and supplanter of the Federal 
Reserve System, it is likewise assumed 
that there is little prospect of any cen- 
tral bank measure becoming a law at 
this session of the national legislature. 

Senator Carter Glass, however, is 
running no risks. He proposes not only 
to head off central bank legislation but 
also to return to his idea, contained in 
the original Glass bill, to separate the 
Federal Reserve System from the in- 
fluence of the Treasury Department by 
ousting the Secretary of the Treasury 
from membership on the Federal Re- 
serve Board. 

Quite likely it will take more than the 
removal of the Treasury’s Secretary 
from the Reserve Board to separate the 
Reserve System from governmental 
control, but perhaps the Senator’s ef- 
forts may have the beneficent result of 
calling the attention of the American 
people to the dangers of too much gov- 
ernmental control. 

* 


Deposit Insurance 


General agreement as to the future of 
the F.D.I.C. seems to be limited to the 


GOVERNOR ECCLES AND THE PRESS 


For bankers, one of the most important sources of Washington news is 
the Federal Reserve Board. The picture below is on this month’s cover 


idea that the permanent deposit insur- 
ance system, as contemplated under the 
present law, works too many hardships 
on too many banks, and that the pres- 
ent system should be continued under 
certain modifications. In the matter of 
modifications, however, comes the real 
rub. 

A fixed premium for deposit insurance 
based upon the real risk represented by 
various classes of deposits in various 
banks, as favored by the F.D.I.C. direc- 
tors, appeals to a good many bankers 
and has a good chance of adoption, but 
the real issue in the discussion is the re- 
lation of insured banks to the Reserve 
System—an issue which the statesmen 
in Washington would like very much to 
dodge but which dogs their footsteps at 
every turn. 

There is a feeling in Washington that 
the bankers of the country have not yet 
decided what they want in this line and 
until they can make a decision Congress 
will find it very difficult to make a deci- 
sion for them. 

* 


Regulating Interest 


Such also is the situation with respect 
to regulations governing the payment of 
interest on deposits. Whether or not the 
F.D.1.C. was justified in its order re- 
quiring member banks in the insurance 
system to adjust their rates to the 
regulations of the 
Reserve Board 
governing its 
member banks, it 
seems safe to say 
that the senti- 
ment in Congress 
which led to the 
Reserve Board’s 
authority over 
Reserve member 
banks will even- 
tually lead to 
similar authority 
of the F.D.I.C. 
over its members. 

This, however, 
will not solve the 
riddle of what the 
rates really should 
be. The situation 
presents the curi- 
ous spectacle of 
the F.D.I.C. 
straining its 
(CONTINUED ON 
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Financial Stability During Five Depression Years 


The following table provides a comparative analysis of 
the manner in which Investors Syndicate improved its 


financial position during the years 1930-’34: 


1930 


Total Liquid Assets... 


1931 


Total Liquid Assets... 


Total Liquid Assets... 


1933 


Total Liquid Assets... 


1934. Bonds and Securities... 


Total Liquid Assets... 


Bonds and Securities... 


Bonds and Securities... 
-$ 4,511,079.19 


Bonds and Securities... 


| 
| 

1932 Bonds and Securities... 


457,139.57 
2,254,168.00 


712,572.36 
3,798,506.83 


2,513,412.66 
4,768,204.51 


-$ 7,281,617.17 


5,969,887.29 
7,547,919.16 


-$13,517,806.45 


$ 3,747,454.99 
20,279,320.33 


.$24,026,775.32 


Capital, Surplus 
and Reserves 


$5,206,492.92 


Capital, Surplus 
and Reserves 


$6,192,678.43 


Capital, Surplus 
and Reserves 


$6,233,947.95 


Capital, Surplus 
and Reserves 


$6,480,168.06 


Capital, Surplus 
and Reserves 


$6,947,653.46 


Total 
Resources 


$38,810,115.81 


Total 
Resources 


$46,646,218.55 


Total 
Resources 


$50,473,090.35 


Total 
Resources 


$54,514,850.26 


Total 
Resources 


$61,905,167.22 


During the past five years, from January 1, 1930, through December 31, 1934, 
Investors Syndicate disbursed to Contract holders — 


$40,112,896.06 


Equally Substantial Gains in New Contracts Written 


During 1934, new contracts written exceeded those of 1933 by $44,678,025—an increase of 51.9%. 
December 1934 exceeded December 1933 by $7,355,925, while November of 1934 was ahead of 
November 1933 by $9,118,250. 


Year end Financial Statement, Certified by S. H. and Lee J. Wolfe, of New York, Auditors and Actuaries, 
is now available upon request. Have you received and read your copy? 


INVESTORS SYNDICATE 


Gounded 1894 
LIVING PROTECTION 


Offices in 51 Principal Cities. . . Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK 


- INVESTORS SYNDICATE, LTD., MONTREAL 
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‘Mount Vernon, the seat of the late 
General Washington.”’ From an early 
print 


RECENT interesting articles: 
“Toward WNationalized Rail- 
roads”, by Winthrop M. Daniels 
in January Current History; 
“Blue Eagle from Egg to Earth’’, 
by Hugh S. Fohnson, beginning 


in the Saturday Evening Post of | 


January 19; “What about Pub- 
lic Works?” by David Cushman 
Coyle in Fanuary Harpers; ‘“Cor- 
porations and Human Liberty’’, 
by C. Rawe in January 
American Review; “Jobs and 
Old Age’’, by Howard Florance 
in Fanuary Review of Reviews; 
“Recovery Races Inflation’’, by 
Lionel D. Edie in January Cur- 
rent History; ““The Future’’, by 
Hugh S. Fohnson in Fanuary 12 
Saturday Evening Post; “Bal- 
anced Budget: A Receding Goal”’, 


by Bernard Kilgore in January | 
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IFE would be so much simpler for us if we could issue blanket 
investment recommendations to the many banks we serve. 


Indeed, too many banks today are buying advice on this basis. 


But our three decades of experience have taught us that invest- 
ment counsel, to be effective, must be individualized. It must 
contain far more than recommendations on which bonds to 
buy, and which to dispose of. It must begin with a definite 
bond investment policy, designed to fit your bank’s individual 


needs for income, liquidity, diversification. Then, and then 


only, can your advisor help you choose or dispose of specific 


issues intelligently. 


That is why Moody’s Supervisory Service offers you not only 
the facilities of the nation’s foremost investment research and 
analytical organization, but also a personal counsellor, who 
makes it his business to see your problem from your side 


of the fence. 


The best feature of all about this service is that your bank can 


afford it. Let us show you how really inexpensive it is. 


MOoDYS INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 
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(CONTINUED FROM PAGE 1) 
powers to conform to Federal Reserve 
policies while the Federal Reserve is 
afraid to use its full powers and adjust 
rates to local usage and local conditions. 
If bankers would indicate clearly what 
they want in this line they would prob- 
ably get it. 

* 


N.R.A. 


Between the decision of the Supreme 
Court in the “hot oil” case and the in- 
disposition of state authorities to bolster 
the N.R.A. by baby N.R.A. acts in the 
various commonwealths, it is evident 
that most parts of the act will have a 
difficult time surviving even if it is de- 
sirable that they should. Nor is the dif- 


ference of opinion among industrialists 


over the price fixing features of the act 
calculated to give it any support in the 
final showdown. 

The general disposition on the part of 
the public and most governmental 
authorities is to give the system decent 
burial and let it go at that. No doubt it 
will be easy to perpetuate the good 
features of the Recovery Act in in- 
dependent legislation. Anything be- 
yond that will meet with fervent oppo- 
sition almost certain to be successful. 
The word ‘‘emergency” is not nearly 
so exciting as it once was. 

* 


Exchange Commission 


The disposition of Congress to cut 
down appropriations for the Securities 
and Exchange Commission from budget 
estimates which in turn cut down the 
Commission’s own estimates is based 
upon the idea that this control organiza- 
tion is growing too fast. As a satisfac- 
tory reason for curtailment this would 
be more convincing if it did not give rise 
to the suspicion that perhaps Congress 
is not as enthusiastic over the idea of 
securities and exchange control as it 
was this time 18 months ago. 


* 
Railways 


Preliminary estimates place total 
earnings of the railways of the United 
States during the past year at about 
$15,000,000 short of meeting the fixed 
charges of the roads. There is no ques- 
tion that the railway companies are in a 
bad fix financially, but it is not at all 
certain that the increase in rates by 
which they propose to raise an addi- 
tional $170,000,000 in revenue will ac- 
complish its purpose. 

There would be a better prospect of 
more sympathetic treatment of these 
transportation concerns if they indi- 
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SENATE MAJORITY LEADER ROBINSON 


Some of the news from Washington is political in nature, but it is no 
less important to business men for that reason 


cated more of a disposition to submit to 
the reorganization, financial and physi- 
cal, and adjustment to other means of 
transport which offer the only per- 
manent and satisfactory method of get- 
ting out of their present situation. 


Gold 


In the calendar year 1934 the United 
States gained by net import and release 
from earmarking upward of $1,300,- 
000,000, new style, in gold which 
brought the gold stock of the nation to 
$8,243,000,000, or more than $4,868,- 
000,000 in old style dollars. The stock is 
still on the increase. This constantly 
mounting concentration of movable 
wealth in this country, to whomsoever 
it may belong, is doing nobody any 
good, but if anybody has found a way of 
preventing it he has as yet not taken the 
general public into his confidence. 


* 
Silver 


The Federal Government sent a pair 
of experts to China about a year ago to 
investigate the silver situation in rela- 
tion to American silver policy. At the 
present time there is in the Treasury 
Department an expert imported from 
China to enlighten it with respect to the 
same policy. A rather natural inference 
from this perpetual expert business is 
that the Government is seeking less for 


information than for a way out of an 
impossible policy. 


Unemployment 


The United States might proceed 
with its plans for unemployment relief 
more intelligently if it knew more about 
what it faces in that line. President 
Roosevelt has spoken of about 5,000,000 
unemployed on the relief rolls. Since 
this number is less than half the un- 
employed reported by the American 
Federation of Labor and other authori- 
ties, the implication seems to be that 
not all of the unemployed are on relief 
rolls. This doubtless is the case. 

On the other hand how long can plans 
for taking care of 5,000,000 unemployed 
now on the relief rolls be relied upon so 
long as there are 5,000,000 or so not 
now on relief but potentially likely to be 
on relief in the near future? The fact 
seems to be that there are now about 
18,000,000 people of all sorts and ages 
on relief, and there are a lot more un- 
employed still drawing upon their own 
savings, their families and friends or 
other resources but who may come on 
relief in the near future. 

It is evident that the relief and re- 
employment situation is not to be 
handled by any get-it-over-quick plan 
or by any single scheme of operations. 
It will occupy the best efforts of the 
American people for many months to 
come. 
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FACILITIES 


NEW YORK STATE 


THERE are Marine Midland banks in twenty- 
seven New York State cities and towns, including 
New York, Rochester, Watertown, Binghamton, 
Oswego, Buffalo, Troy and Niagara Falls. Their 
average age is over fifty years. 


The majority of them are the largest commercial 


banks in their respective communities. 


They number among their customers leading local 
businesses. Also a majority of the great national 
corporations with plants or branches in this im- 
portant area. 


If you do business in New York State, a banking 


connection here offers many unusual advantages. 


MARINE MIDLAND 
BANKS 


Inquiries concerning Marine Midland banking facilities may be ad- 
dressed to Marine Trust Co., Buffalo; Marine Midland Trust Co., N.Y. 
City; or to the Marine Midland bank in any of the following cities— 


NEW YORK BUFFALO BINGHAMTON ROCHESTER 
TROY JAMESTOWN NIAGARA FALLS WATERTOWN 
MALONE LOCKPORT EAST AURORA ALBION 
MEDINA TONAWANDA CORTLAND ENDICOTT 
OSWEGO NO. TONAWANDA BATAVIA JOHNSON CITY 


WIDE WORLD 


NATIONAL 3120 


Some two dozen positions on the Capi- 
tol switchboard connect about 38,000 
calls daily 


Prices 


Aside from the cost of foods and other 
products related to agriculture and af- 
fected by drought and the A.A.A., com- 
modity prices do not indicate any great 
disposition to advance in line with the 
announced policy of the Government. 
For the sake of business recovery it is 
well that this is the case. It is significant 
of the interlocking, interdependent fi- 
nancial and commercial relations of the 
countries of the world that any price 
advance in the United States would be 
just about the final touch which would 
finish the European gold bloc. It is what 
the latter now fears. - 

Continued deflation of prices in 
France, Italy, Switzerland, the Nether- 
lands and Belgium is dragging these 
countries to the brink of their gold 
standard and a whiff of higher prices in 
this country would blow them off. It is 
becoming more and more evident that 
the only way out of the gold bloc’s dif- 
ficulties will probably be found in vol- 
untary currency devaluation /a United 
States, 1934 model. Of course, this is not 
what the gold bloc countries want but 
it is probably what they will have to 
take. 


Currency 


The increase in money in circulation 
for the Christmas trade was far less than 
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anticipated, with the natural result that 
the decrease in circulation after the holi- 
days has also been much below expecta- 
tions. Just how this experience checks 
up with the largest and most active 
holiday trade the country has had in 
several years does not appear. 

In the sub-normal increase before the 
holidays the Federal Reserve authori- 
ties thought they saw signs of money be- 
ing drawn out of hoards to finance 
Christmas buying, but the corollary of 
this, in the circumstances, is that the 
money has gone back into hoards since 
the holidays. The fact seems to be that 
the times are still abnormal and all 
signs fail in the time of a blue moon. 


* 


30-Hour Week 


No sooner had Congress convened 
than the 30-hour week bill appeared, 
and no sooner had the bill appeared 
than it had to dodge bricks. For the 
present this proposed legislation is 
somewhat obscured by the prestige of a 
nine billion dollar budget and various 
showy economic cure-alls, but the indi- 
cations are that before the current ses- 
sion of Congress is two months old it 
will become a primary national issue 
which, in the language of the Brookings 
Institution authorities who have con- 
demned it, is “more revolutionary in its 
economic and social implications” than 
any other legislative proposal. 


At regular times each week Speaker 
Byrnes holds a press conference 
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When a lot of current camouflage is 
removed it will be found that the posi- 
tion of labor with respect to current in- 
dustrial matters is the core of about 90 
per cent of the difficulties the country 
now faces in a renewal of normal indus- 
trial activity. 

* 


Joint Stock Land Banks 


A good many bankers have been do- 
ing a lot of careful figuring over the re- 
ports of the joint stock land banks in 
recent months as a result of which, with 
other factors, bonds of many of the lat- 


ter have just about doubled in price in | 
the course of a year. A few months ago | 


these banks, now in course of liquida- 


tion, found great profit in securing | 
money by sales, foreclosures, borrowing | 
or in any other way that would enable | 


them to buy in their own bonds at dis- 
counts then prevailing. 
The process has gone so far that the 


advance in the prices of the bonds has | 


long since taken most of the edge from 
this unusual profit, and it is possible 
that in some cases the process has gone 
so far as to nip some of the processors. 
Banks in the deposit insurance system 
held $33,615,000 of these bonds on the 
30th of last June, and doubtless the 
amount has been increased since that 
date. 

This amount is not very impressive in 
its relation to total bank assets, but it is 
more than one-tenth of the $295,189,860 
of joint stock bank bonds outstanding 
last September 30. Since June 30, 1933, 
when the liquidation of the banks really 
started, and up to September 30, 1934, 
they have redeemed bonds in the 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 
SECURITIES 


C.J. DEVINEs. CO. 


INCORPORATED 


48 WALL STREET, NEW YORK 
HAnover 2-2727 


PHILADELPHIA - BOSTON - CHICAGO 
ST. LOUIS SAN FRANCISCO 


Direct Wires to all Offices 


CALIFORNIA 


From Fresno south to 
the Imperial Valley, 
and especially in and 
around Los Angeles, 
the Largest and Lead- 
ing Bank is 


ECURITY - FIRST 
NATIONAL BANK. 
OF Los ANGELES 


’ This Bank offers every serv- 
ice which any Bank or any 
Trust Company may legally 
offer to perform. 


Resources over 
$500,000,000 
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Condensed Statement of 
Condition on December 31, 1934 


Assets 


Cash, Due from Banks and Bankers $189,202,301.33 

Exchanges for Clearing House 55,875,115.29 

U. S. Government Securities 437,811,600.00 

49,922,005.68 

183,182,634.08 

State and Municipal Bonds 21,726,128.38 
Stocks of Federal Reserve Bank and Bank for International 

Settlements, and N. Y. Clearing House Certificates. . . 2,321,696.25 
Other Securities and Investments 22,769,099.79 
Mortgages Owned 3,550,599.19 
Banking Houses Owned 20,453,109.31 
Real Estate Formerly Occupied as Banking Premises . . . 1,402,116.08 
Accrued Interest and Accounts Receivable 3,136,701.23 
Customers’ Liability on Acceptances 5,937,672.23 
Liability of Others on Acceptances, etc., 

Sold with Our Endorsement 35,327.81 
$997 326,106.65 
Liabilities 

$25,000,000.00 
Surplus Fund 50,000,000.00 
Undivided Profits 12,018,797.65  $87,018,797.65 
Contingency Fund 16,922,710.01 
U. S. Government Deposits, Secured . . . 138,920,980.00 
State and Municipal Deposits, Secured . . 878,452.66 
Other Deposits 721,565,779.12 
Outstanding and Certified Checks . . . . 21,622,818.82  882,988,030.60 
Dividend Payable January 2, 1935 1,875,000.00 
Accrued Interest Payable 38,294.54 
Unearned Interest 302,116.69 
Reserve for Taxes and Expenses 1,341,946.22 
Outstanding Acceptances 21,774,156.12 

Less Amount in Portfolio 14,970,272.99 6,803,883.13 
Acceptances, etc., Sold with our Endorsement 35,327.81 

$997,326,106.65 


As required by law, bonds carried at $143,325,000.00 have been deposited to secure deposits as 
indicated above and for other purposes. 
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amount of $110,459,580, or 27.2 per 
cent of the total then outstanding. 


* 
Balances 


The foreign trade of the United 
States in 1934, basing an estimate on 
the returns for 11 months of the year, 
will produce a favorable merchandise 
balance in the neighborhood of $480,- 
000,000. Since other items are substan- 
tially in balance, this leaves between 
$800,000,000 and $900,000,000 of the 
$1,300,000,000 imports of gold to be ac- 
counted for by movements of capital in 
which the purchase by foreigners of 
American securities or dollar foreign 


securities on the American markets, ina 
volume considerably above normal, is a 
ready and satisfactory explanation. 

It may be well to note that there is 
more confidence of foreigners in Ameri- 
can securities than American confidence 
in foreign securities, with the possible 
exception of British and Canadian is- 
sues, and the continued default of for- 
eign governments in their debt pay- 
ments to the United States is one 
explanation of the difference. 


Discount Rules 


It seems illogical that serious con- 
sideration should be given to the Viner 


Representative Steagall, chairman of the House Banking and Currency 
Committee, will be the source of much banking and business news 
during this session of Congress 


HARRIS & EWING 


Heads of recovery bureaus also hold regular press conferences. In the 
picture below Jesse H. Jones, R. F. C. chairman, is the news source 
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proposal to broaden the rediscount rules 
of the Federal Reserve so as to include 
more varieties of paper with longer 
maturities in the eligible paper list at a 
time when the present rediscount facili- 
ties are all but unused. 

On last June 30, member banks in the 
System held $2,083,000,000 of paper 
eligible for rediscount under present 
rules. None of this is being used for 
rediscounts for the simple reason that 
the banks already have more funds 
available than they know what to do 
with under present loan conditions. The 
excess reserves of member banks, again 
around the $2,000,000,000 mark, cer- 
tainly suggest no need of broadening 
the rediscount rules at the present time. 

In spite of all the experience of the 
past four or five years there are some 
people in the Government who can 
never get rid of the idea that business 
can be stimulated by furnishing greater 
and broader credit facilities at a time 
when business is unwilling to use the 
credit available. 

Again let it be said, lending will follow 
an improvement in business; it will not 
precede it. It never has and there is 
nothing to indicate that it ever will. 
Men will not borrow money when they 
can see little or no opportunity of using 
it profitably. 


Study 


From the manner in which the Fed- 
eral Reserve authorities are studying 
banks, credit, central banks, stock ex- 
changes and their control, margins, puts 
and calls, an observer might get the idea 
that all these things are new and 
strange to the third floor, west side, of 
the Treasury building in Washington. 
It is barely possible that all this study 
represents an effort to do something for 
new policies without doing harm to old 
ones. However, it must be admitted 
that the Reserve Board now has strange 
duties for a central bank authority. 


* 


Excessive Costs 


The Interstate Commerce Commis- 
sion in its annual report chides Class I 
railways for spending about $85,000,000 
in the four years ending in 1933 for non- 
operating expenses. Over half of the 
total went for advertising and member- 
ship in associations and bureaus, and 
special counsel fees took about $11,000,- 
000 in addition to the cost of permanent 
legal staffs. One may be in doubt 
whether all this represents extravagance 
or economy but the criticism is ample 
proof that railways are living in glass 
houses these days. 


i 
i 
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The 
New York Irust 
Company 


Member of the Federal Reserve System and of the New York Clearing House Association 
I0O0 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, December 31, 1934 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $110,574,629.07 


United States Government 
Securities . . 111.030,721.71 


Reconstruction Finance 
Corporation Notes . 2,500,000.00 


Other Bonds and Securities 39,047,566.39 
Loans and Bills Purchased. 110,236,734.56 


Accrued Interest and Other 


Resources . 35396,547.57 
2,079,557.92 


539,675.54 


Mortgages Owned . 
Equities in Real Estate 
Banking Houses — Equity 
and Leasehold 
Customers’ Liability for 


Acceptances and Letters 
ofCredit . 


Liability of Others on Ac- 
ceptances, etc., Sold with 
Our Endorsement 


2,250,359.98 


8,244,434.23 


15,488.19 


$389,915,715.16 


LIABILITIES 
Capital . $12,500,000.00 
Surplus 20,000,000.00 


Undivided 


Profits . 1,361,490.44 $33,861,490.44 


Reserves: 
10,337,552.62 
2,168,804.15 


For Contingencies 
For Taxes, Interest, etc.. 
Deposits . 298,318,067.13 


Outstandin 


Checks . 35,839,690.38 334,157,757.51 


Dividend Payable January 


625,000.00 


Acceptances and Letters of 


Credit . 8,749,622.25 


Acceptances, etc. ,Sold with 


Our Endorsement 15,488.19 


$389,915,715.16 


United States Government obligations and other securities carried at $25,256,027.14 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


Trustees 


MALCOLM P. ALDRICH 
New York 


RUSSELL H. DUNHAM 


EDWARD E. LOOMIS 


President, Hercules Powder Company 


ARTHUR M. ANDERSON 


ROBERT A. LOVETT 


President, Lehigh Valley Railroad Co. 


J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMEs C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 


American Brake Shoe & Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
Shearman & Sterling 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 


President, Pressed Steel Car Co. 
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Standard Oil Co. of New York 


Brown Brothers Harriman & Co. 
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New York 
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New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
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Loss Prevention 


Recent efforts to reduce or prevent robbery 
losses have developed some valuable precedents. 
BANKING, in the next few months, will report 
several of these efforts so that experience in this 
important regard will be mutually available and 


more widely beneficial. 


FTER two daylight holdups of 
A banking institutions had occurred 
within the State of Vermont in 
less then four months last year, the au- 
thorities quickly organized a system for 
the swift mobilization of law enforce- 
ment agencies at times of future emer- 
gency. 

The plan, worked out through the co- 
operation of the commissioner of bank- 
ing and insurance, the state attorney 
general and the New England Tele- 
phone & Telegraph Company, is based 
on an effective method of distributing 
news of a holdup to all peace officers in 
Vermont and neighboring states. Called 
the “sequence toll system’’, it provides 
an extensive communication network 
which can be assembled as soon as a 
robbery is reported. 

The state has been divided into nine 
districts, each with a key city and a key 
office. Certain banks have been allotted 
to each key city, the distribution being 
determined by location with respect to 
main highways and toll line service. The 
telephone office in the key city has as- 
signed an operator who has a “‘ sequence 
toll list” for that district. If a holdup 
occurs the bank is instructed to call a 
designated sheriff, police chief or other 
officer, giving him as much information 
as possible. The officer, in turn, imme- 
diately calls the toll operator in his 
town or city, instructing her to set up 
the emergency circuit. She connects him 
successively with all law enforcement 
agents on her list, some of whom are at 
considerable distances from the rob- 
bery, thus allowing time for the police 
agencies to put men on all roads who 
will work towards the scene. 

Calls go to the state police of New 
York and Massachusetts in order that 
they may send out a general alarm on 
their teletype systems, which makes it 
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possible to cover, in a few minutes, the 
states of Connecticut, Rhode Island, 
New Jersey and Pennsylvania, as well 
as New York and Massachusetts. Pro- 
vision is also made for spreading the 
news in New Hampshire, and for noti- 
fying the state motor vehicle depart- 
ment at Montpelier, whose own system 
for contacting its inspectors is thus 
linked with the state-wide network. The 
United States customs and immigration 
authorities on the Canadian border in 
both Vermont and New York are like- 
wise informed. 

Sheriffs are advised to prepare a se- 
quence toll list of their deputies and file 
it with the telephone operator. The 
state also recommends that sheriffs 


instruct one or more deputies in the 
operation of the system so that if the 
superior officer is absent someone else 
can act. Charges for all toll calls are 
paid by the state. 

The plan, Attorney General Law- 
rence C. Jones has explained to the en- 
forcement agencies, works as follows: 

In the event of a holdup the key office 
in the district is notified by the bank. 
That office calls the toll operator and 
asks her to set up the emergency se- 
quence toll circuit. The operator then 
connects the sheriff, chief of police or 
other officer with the first call on the list 
and he gives to this agency all available 
information concerning the holdup lo- 
cation, number of participants, personal 
descriptions, etc. This procedure is re- 
peated until the officer has communi- 
cated with all points for which he is 
responsible. 

The state has also prepared a list of 
suggestions for banks. 

“Keep cool,” it advises. “Use your 
powers of observation and procure as 
detailed a description of the holdup 
party as possible, taking into considera- 
tion the following things to look for: 

“Number of persons in party; ap- 
proximate size, height, weight and age; 


CUSHING 


ll 


7 


There is never 


an overproduction 


of brain-power! 


>Too much rain—and it's drained off. 
Too much cotton — and it’s plowed under.Too 
much pork— and pigs are killed. 
> But — there 
is never an overproduction of brain-power! 
Brains make for progress and prosperity. 
There are two ways to increase brain- 
power:—1. to employ additional brains, 
which is usually expensive; 2. to make the 
brains you have worth more. 
> Edison makes it 
easy for you to increase the value of the 
brains you already have—with Ediphone 
Voice Writing! With Pro-technic Ediphone 
equipment there is no time-eating, expen- 
sive waiting for secretarial service. At any 
hour, and on any day, dictators turn to 
their Pro-technic Ediphones, as easily as 
telephoning. They think once...write once 
...at once—and accomplish more. Brain- 
power increases — and profits, too! 
> TELEPHONE THE EDIPHONE, YOUR 
CITY. Without obligation, an Edison man will 
call, and show you how Voice Writing can in- 
crease the brain-power in your organization. 


Ediphone 


THE COMPLETELY ENCLOSED DICTATING MACHINE 
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color of clothes, hat, cap and shoes; 
color of eyes, hair and complexion; no- 
ticeable scars on face or hands; any 
other characteristics that will aid in 
identification; type of car, whether se- 
dan, coupe or open car; color of car, wire 
or wood wheels; license plate numbers; 
direction taken when leaving town; 
time of leaving. 

“Then give the alarm in the following 
manner: Call number —, it being the 
— office at ——, giving as much in- 
formation as you have been able to get, 
based on the above suggestions. 

“This office will immediately start a 
series of toll calls to various other sher- 
iffs and police officers at points in every 
direction from your city that are at 
least an hour’s run in an automobile. 
This arrangement gives ample time to 
have roads covered and tends to create 
a net. These toll lists are all prepared so 
as to facilitate calling. 

“Next call your local officers. Procure 
any information you can from eye wit- 
nesses. 

“Do not touch or handle anything 
until some officer has had an oppor- 
tunity to procure finger prints or other 
clues.” 

A message form is suggested for trans- 
mitting information in proper sequence. 

Banks have been asked to make cer- 
tain that all employees are fully in- 
formed as to the operation of the plan 
and that they know the exact procedure 
to follow in the event of an emergency. 


J. Weston Allen, former attorney 
general of Massachusetts, is chairman 
of the National Crime Commission 


WIDE woRLD 
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A CLEAR PROFIT OF $2,500 


this modernizing job... 


$5,500 paid for house and lot 
$6,000 spent on remodeling 
Present valuation — $14,000 


Run- down, old-fashioned houses are seldom profitable 
properties for banks, insurance companies and building 
and loan associations. They are hard to rent, hard to 
sell. Get in touch with a reliable architect and contractor 
for a proposal on remodeling the out-of-date houses your 
company owns. You’ll find a smal] investment can be 


made to pay high dividends. 


Home of Mrs. Geraldine A. Thayer, Park Ridge, Illinois, 
before and after it was remodeled, The complete story of 
this modernization is told in Better Homes and Gardens 
for November, 1934. 


SPECIFY 4-SQUARE 
PRECISION LUMBER 


when you modernize 
or build 


It guarantees better construction, 

better security 

@ Weyerhaeuser 4- sQUARE Lum- 
ber is trademarked, guaranteed lumber. 
Every piece is properly seasoned and precision manufactured. Boards 
are cut to exact specified lengths. Ends are smooth and squared. Uni- 

WE COOPERATE 4-SQUARE 

form size standards are followed both as to width and thickness. LUMBER— 


It costs no more to use 4-SQUARE Precision Lumber for every : a safe lumber 


modernization job. Sold by almost 3,000 dealers from coast to coast. specification for 
any modernizing 


Call on the 4-square Lumber Dealer nearest you for valuable counsel 
project 


in regard to modernizing work. He is well equipped to help you. 


WEYERHAEUSER SALES COMPANY 


LUMBER 


FIRST NATIONAL BANK BUILDING + SAINT PAUL, MINNESOTA 
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CONTINENTAL [ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, December 31, 1934 


RESOURCES 


Cash and Due from Banks $227,519,793-39 
United States Government Obligations, 
Direct and Fully Guaranteed: 

Unpledged ‘ $321,600,126.12 

Pledged* . ‘ 63,670,535.96  385,2'70,662.08 
Other Bonds and Securities 65,154,726.50 
Loans and Discounts’. ‘ 233,030,237.95 
Stock in Federal Reserve Bank . 3,000,000.00 
Customers’ Liability on Acceptances ‘ ‘ 5,501,582.10 
Income Accrued but Not Collected 35423,518.75 
Banking House . 14,100,000.00 
Real Estate Owned than 1,308,692.84 
Other Resources . ‘ 230,048.88 


$938,539,262.49 
LIABILITIES 
Deposits: 
General . . » $728,386,594.01 
Public Funds ‘ 96,097,005.50 $824,483,599.51 
Acceptances ‘ ‘ 5,580,993.14 
Reserve for Taxes and ‘ ‘ 5,194,756.63 
Reserve for Dividend on Preferred Stock : ‘ 833,334.72 
Income Collected but Not Earned ‘ 340,359.63 
Capital Account: 
Preferred Stock . . $ 50,000,000.00 
Common Stock ‘ : 25,000,000.00 
Surplus ‘ I1,000,000.00 
Undivided ‘ 3,606,218.86 
Reserve for Contingencies . 12,500,000.00 102,106,218.86 
$938,539,262.49 


*To secure public, trust department and bank receivers’ funds. 
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The Investor’s NEW Deal 


By EDWARD H. COLLINS 


N his budget message, presented to Congress on January 
| 7, President Roosevelt definitely accepted on behalf of 
the Federal Government the responsibility for providing 
jobs for 3,500,000 of the unemployed. In asking for a lump 
sum of $4,000,000,000 to cover this work relief program dur- 
ing fiscal 1936 he made it equally clear that the country 
could not look forward to a balanced budget until private 
enterprise could take over the burden of providing for those 
out of work. 

Opinion as to the wisdom of this policy differs widely. 
Commentators friendly to Administration policies, such as 
Walter Lippmann, see in it the adoption on a bold scale of 
the scheme of social control successfully employed in Great 
Britain, Australia and the Scandinavian countries..On the 
other hand, more conservative observers are inclined to view 
it as simply fresh evidence that the Administration is deter- 
mined to try to “spend its way to prosperity”, a course 
which they regard as not only impracticable but fraught with 
grave danger. 


On one point, however, both friends and 
critics of the Administration are un- 
doubtedly in unanimous agreement. 
That point is that there must be no time 
or effort wasted in encouraging an early revival of private 
enterprise—that no obstacle shall be permitted to remain 
in the way of such a revival that can be removed without 
undue violence to the reform program enacted by the 
Administration. 

We are entering, on July 1, next, the sixth year in which 
the Federal budget has been out of balance, and it is esti- 
mated that the Government debt by the end of the next 
fiscal year, without allowing for contingent liability, will be 
$34,000,000,000, or more than twice its 1930 figure. At 
Washington, as this is being written, a movement is afoot to 
weld into one solid and powerful bloc the numerous groups 
that are intent upon achieving inflation of the currency. The 
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demand for outright inflation probably will be resisted in the 
present session of Congress, but if so it will almost certainly 
be at the cost of some compromise with sound financial and 
monetary principles, as was the case with silver legislation 
during the 73rd Congress; and the main issue will still remain 
to be faced in subsequent sessions. Moreover, unless business 
conditions improve rapidly the inflation agitation may be 
expected to increase in strength, rather than diminish, for 
the larger the public debt the greater is going to be the temp- 
tation to wipe it out by printing fiat money. In other words, 
the Administration has gambled on the outcome of a race 
between business recovery and inflation. And since it has 
decided to make this gamble every consideration urges that 
it lose no time in clearing the track for a sound and natural 
revival of private enterprise. 


It is now pretty generally accepted that if 
we are to have any substantial measure of 
recovery there must be an expansion of 
activity in the heavy industries; and it is 
probably just as generally agreed that before such recovery 
can be accomplished the markets must be open, not only for 
the offering of new securities, but for free trading in securities 
after they are issued. The new program of the Government, 
therefore, focuses attention to a greater degree than before 
on the securities legislation passed at the last session of Con- 
gress and on the progress made by the Securities and Ex- 
change Commission in making that legislation workable, as 
well as effective. 

How completely the capital markets have dried up in the 
last two or three years may be seen from the accompanying 
table, based on the figures of the “Commercial and Financial 
Chronicle”. This table shows total domestic corporate fi- 
nancing by years from 1930 to 1934, inclusive. Railroad 
issues and investment trust issues are purposely omitted, the 
former because they do not come under the registration 
requirements of the Securities Act of 1933, the latter because 


OPENING THE 
CAPITAL 
MARKETS 


15 


ONY UN 
JOURNAL OF THE AMERICAN BANKERS ASSOCIATION 


they are not, strictly speaking, new corporate financing. 
This is the table: 


(000,000 omitted) 
Total 
Cor porate 
Financing 
$4,214 
2,068 
582 
281 
223 


New Refunding 
Capital Issues 


$300 
654 
271 
133 
137 


The more extreme critics of the Secur- 
ities Act of 1933 attribute the dearth 7 
of new financing in the last two years , 
preponderantly to that legislation. It 
seems, however, doubtful if this position can be justified. 
The years 1932 and 1933 represented the very bottom of the 
deflation, and undoubtedly there would have been little new 
financing over this period under any circumstances. On the 
other hand, there is not the slightest question that had the 
Securities Act remained on the statute books in its original 
form it would have seriously impaired, if it would not virtu- 
ally have outlawed, the capital market. It is significant that 
1933, when the original act was in force, was a poorer year in 
new financing than 1932, despite the fact that the bankshad 
been reopened, business had turned upward, and money rates 
had dropped to almost unprecedentedly low levels. 

At this point it might be asked why it was that, if the 
Securities Act was the principal obstacle to new financing in 
1933, last year was an even poorer one for the capital mar- 
kets, although the act had been substantially modified in 


THE SECURITIES 
ACT AND NEW 
FINANCING 


the regular session of Congress. Undoubtedly the answer is 
that for several months past the Securities and Exchange 
Commission has been overhauling the law with the idea of 
making its provisions simpler, and that companies with fi- 


THE S.E.C.: Ferdinand Pecora (recently appointed to the New 


York State Supreme Court), George C. Matthews, 


Kennedy, chairman, Robert E. Healy and James M. Landis 


nancing to do have been awaiting the completion of this work. 

In surveying the results of security market regulation to 
date, it is possible to make three broad generalizations. First, 
the Securities Act of 1933 and the Securities Exchange Act 
of 1934 have undoubtedly tended thus far to hold back new 
issues, on the one hand, and to reduce the volume of stock 
market activity, on the other. Second, since they were origi- 
nally framed they have been amended in a number of impor- 
tant particulars and improved thereby tremendously, from a 
practical standpoint. Third, their administration, which has 
been regarded from the outset as at least as important as the 
laws themselves, has been of an unusually high order of in- 
telligence. A number of exchange officials were solicited 
recently by this magazine for their views on the working of 
the Securities Exchange Act, and almost without exception, 
and regardless of their general attitude toward the law itself, 
they took occasion to praise the S.E.C. for its realistic ap- 
proach to the problems of regulation. 


The low rate of activity in the new issues 
market since the enactment of the Securi- 
ties Act of 1933 has already been referred 
to, although, as the writer observed, it is 
one thing to show the coincidence of the two things and 
another to prove cause and effect. In the case of the activity 
of the security markets the relationship is more obvious. 
During the second half of 1934 trading activity on the New 
York Stock Exchange fell to an annual rate of only 216,- 
000,000 shares, or just about one-third the actual total 
turnover for the previous year. It would be unfair to con- 
tend, perhaps, that the passage of the Securities Exchange 
Act in June, and the beginning of regulation three months 
later, were alone responsible for this falling off in business. 
On the other hand, it is clear that regulation was an impor- 
tant factor, since under this law two very important sources 
of stock market activity are discouraged or forbidden, 
namely, the operations of ‘‘insiders” in corporations, and 
pool operations. In addition to re- 
stricting these types of trading, the 
margin requirements established by 
the Reserve Board under the Act have, 
it is claimed by many houses, operated 
to reduce the number of accounts. 


REGULATION 
AND MARKET 
DULLNESS 


Joseph P. 


Summed up briefly, the 
Securities Exchange Act 
of 1934, which became 
law on June 6, requires 
the licensing of all stock exchanges and 
the registration of all listed securities 
with a Federal bipartisan exchange 
commission. The registration state- 
ments must contain ten categories of 
facts set forth in the measure, in addi- 
tion to “any further financial state- 
ments which the commission may 
deem necessary”. Corporations with 
registered securities may also be re- 
quired to file periodic certified reports. 
The act defines the functions of brok- 
ers, dealers and specialists, and for- 
bids manipulative practices, subject 
to panalties of $10,000, or two years’ 
imprisonment, or both, for violations 
of its provisions. 


WHAT THE 
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The curve for corporate issues includes all new financing 


The act also embodies amendments to the Securities Act 
of 1933 under which administration of the latter is trans- 
ferred from the Federal Trade Commission to the Exchange 
Commission, and its more drastic provisions are liberalized. 

On June 30 the President announced that the Securities 
and Exchange Commission would consist of Joseph P. 
Kennedy, Boston banker and business man; Ferdinand Pe- 
cora, who had conducted the investigation of the securities 
markets for the Senate Banking Committee; James M. 
Landis, protégé of Felix Frankfurter, Harvard professor 
and ardent advocate of reform of corporate financial prac- 
tices; G. C. Matthews, “blue sky” law expert; and R. E. 
Healy, former Federal Trade Commissioner. 

Six weeks later, on August 13, the Commission set in mo- 
tion the machinery for bringing the organized markets 
under its jurisdiction and for obtaining the necessary infor- 
mation on which to base a permanent policy of regulation. 
Form application blanks were issued for (1) the registration 
of the exchanges themselves, (2) the temporary registration 
of their securities by corporations, (3) the temporary regis- 
tration of individual securities on the initiative of the ex- 
changes, and (4) information by persons holding more than 
10 per cent of a given issue. 


In this, its first official act, the Commission 
sounded the keynote of its administration 
thus far, a note of reasonableness and real- 
ism which evoked from Richard Whitney, 
president of the New York Stock Exchange, the observation 
that its proposals were “most constructive”. It left the 
regulatory machinery temporary in many essentials where 
further factual material was thought needed; it made clear 
that within reasonable limits the exchanges were to be 
permitted to “police” themselves; and by its dispensation 
allowing the exchanges to register securities temporarily it 
guarded against what might have been a flood of “de-listings.” 

A few weeks later, on September 27, the Federal Reserve 
Board, which had been given jurisdiction over the credit 
phase of the act, announced its schedule of margin require- 
ments. Rather, it announced that it would adhere, for the 
time being at least, to the so-called basic requirements of the 
Exchange Act. These requirements establish the loan value 
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of securities at whichever is the higher, (1) 55 per cent of the 
market value or (2) 100 per cent of the lowest market value 
of the last three years, provided that (a) in no case can more 
than 75 per cent of the value of a stock be borrowed on it, 
and (b) up to July 1, 1936, July 1, 1933, would be accepted 
as the beginning of the three-year period. 


The Reserve Board has jurisdiction over 
bank loans made on securities, as well as over 
brokers’ loans, but it has not yet promulgated 
rules on this type of loan. Neither has it ruled 
on margins required in connection with short sales. It is 
waiting to do so until the Commission has adopted its regu- 
lations on short selling. The New York Stock Exchange 
now requires 10 points on such transactions. 

According to the Reserve Board, the average margin 
required under its regulations is 28 per cent, which compares 
with approximately 25 per cent previously in effect under 
the regulations of the Stock Exchange. An analysis of 200,000 
accounts, it is reported, shows that two-thirds came under 
the minimum margin requirement of 25 per cent, one-fourth 
would have required between 25 and 44 per cent, and one- 
twelfth would have called for the maximum of 45 per cent. 

On October 1 those exchanges that had submitted satis- 
factory registration statements automatically came under 
the jurisdiction of the Securities and Exchange Commission. 
Two months later it was announced that, as against 50 
exchanges operating before the passage of the law, 45 still 
remained in operation, with the probability that as the weed- 
ing out process proceeded the number might be reduced by 
approximately ten more. Two markets had closed as a result 
of the Commission’s action; the others closed because they 
had for some time existed practically in name only. 


THE F.R.B. 
AND LOAN 
POLICIES 


On December 20 rules and forms for the 
permanent registration of securities 
REQUIREMENTS Under the Securities Exchange Act of 

1934 were issued. Under present regula- 
tions securities listed prior to October 1 are considered 
temporarily registered up to July 1, next. They will have to 
be permanently registered by the latter date or be de-listed, 
although with characteristic lenience the Commission has . 
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provided that in cases where it is demonstrated that the 
necessary information cannot be obtained by June 30, tem- 
porary registration may be extended. 

If the apprehension of security exchanges that they were 
going to be regulated out of existence had not been quieted 
by the earlier acts of the Commission, it was unquestionably 
allayed by the permanent registration requirements, which, 
it is generally agreed, are no more severe than the listing 
requirements of any of the better exchanges were before the 
establishment of S.E.C. 

Meanwhile, the Commission has recently announced a 
more or less revolutionary modification of the Securities 
Act of 1933. On January 14 it released the revised form of 
registration statement for the issuance of new securities, a 
change which, it is believed, will mean that many companies 
which have hitherto been deterred from entering the capital 
markets because of the formidable listing requirements will 
now feel that they can do so. The original registration form 
called for such voluminous data that, for example, Republic 
Steel, when it recently undertook the issuance of $26,000,000 
in securities for the purpose of acquiring two smaller con- 
cerns, had to file no less than 150 pounds of printed matter. 
That, if the Commission’s estimate of the change in the 
registration form may be accepted at its face value, is now a 
thing of the past. It is estimated that the new form will 
make unnecessary as much as three-fourths of the informa- 
tion hitherto required, thus not only making financing less 
cumbersome, but considerably cheaper. 

Any report on the progress of security regulation at this 
time must, of necessity, be an interim report, for two reasons. 
In the first place, the Securities and Exchange Commission 
has shown a tendency to go slowly, and to refrain from 
issuing its regulations on any phase of the markets until it 
has attained all the pertinent figures and testimony. Thus, 
it has not, as this is written, yet laid down its rules governing 
such controversial matters as floor trading, short selling, 
and the activities of specialists. In the second place, the two 
securities acts, as administered by the Commission, are, 
as has been noted, far from static. They are in constant 
process of change and modification, as the Commission finds 
parts of them, here and there, inflexible or impractical. 
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In the market tabulation department 

of the New York Sun, where moye- 

ments in stock prices are followed con- 

stantly for publication in the next 
edition 


Up to mid-January 
there were two main 
criticisms of the Se- 
curities Act of 1933, 
namely, that registration requirements 
were too onerous, and that the liability 
imposed was excessive. It would ap- 
pear that the Commission has now 
met the first of these objections. As 
to the second, it takes various forms, 
but perhaps the criticism most widely 
heard is that the liabilities under this 
Act should at least be made identical 
with the somewhat more liberal ones 
contained in the Securities Exchange 
Act of 1934. 

With respect to reliance the original 
Securities Exchange Act-and the original Securities Act 
permitted recovery by anyone who purchased a security, 
even though he never saw the prospectus, registration state- 
ment, or report containing the mistake. The Securities 
Exchange Act, as finally enacted, adopts the principle of 
the British Companies Act, namely, that recovery can be 
made only by a purchaser who can show that he relied on the 
prospectus containing the error. The amended Securities 
Act, on the other hand, adopts a compromise principle, 
namely, that (a) reliance need not be proved if the security 
was purchased prior to the publication by the issuing com- 
pany of an earning statement for a period of 12 months 
beginning after the effective date of the registration, and that 
(b) reliance must be proved if the security was purchased 
after the date of publication of such earnings. 

The same is true with respect to causation. The two acts 
in their original form permitted recovery for the full loss 
suffered by the purchaser of securities, even though the mis- 
take in the prospectus, registration statement or report, in 
no way caused the loss, or caused only part of the loss. 

Here again, the Securities Exchange Act as amended fol- 
lows the principle of the British Companies Act, which per- 
mits recovery only to the extent that the purchaser can prove 
that his loss was attributable to the mistake in the prospec- 
tus. The amended Securities Act of 1933, however, adopts an 
intermediate principle. It says that the damages prima facie 
are the full loss, but that they shall be reduced to the extent 
that the defendant can prove that any portion or all of such 
loss was not caused by the mistake. In other words, the 
amendment adopts the principle of causation but shifts the 
burden to the defendant on this issue. As Eustace Seligman 
pointed out in a recent address before the Harvard Economic 
Society, “there is obviously no reason why two different 
principles should exist side by side with respect to reliance 
and causation in these two sister acts.” 


TWO MAIN 
CRITICISMS 
OF 1933 ACT 


There is one other major change that 
needs to be made, in the opinion of 
many observers, if the capital markets 
are to be opened on a substantial scale, 
but this has to do, not with the securities acts, but with the 
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Banking Act of 1933—the so-called Glass Act. There is a 
widespread feeling that in segregating banking and the 
security business Congress went somewhat too far. It failed 
to keep in mind that the abuses which it set out to remedy 
had to do with the distribution of securities, and accordingly, 
not content with terminating security distribution by the 
banks, it also forced them out of the underwriting business. 
It is considered a serious question whether, unless the banks, 
commercial and private, are permitted to resume the busi- 
ness of underwriting issues there will be a sufficient 
reservoir of capital available for that purpose. 


The principal criticism of the Securi- 
ties Exchange Act, to date, centers 
around the margin requirements. In 
the first place, brokerage houses, which 
have already seen the number of their accounts dwindle 
seriously due to the elimination of pools and to the operations 
of so-called “insiders”, complain that the margin require- 
ments are costing them customers. 

The margin requirements were so framed that they have 
not forced the liquidation of old accounts, but they are, 
many brokers assert, keeping out the new accounts which 
can usually be relied upon to replace those that are always 
being closed out. In the second place, the so-called “triple 
standard”’ is regarded as unnecessarily irksome. It is argued 
that since the regulation of the volume of credit for security 
speculation has been placed in the hands of a banking board, 


THE MARGIN 
REQUIREMENTS; 
“SMALL FRY” 


that regulation should be based on banking principles. In 
other words, when credit is plentiful margin requirements, 
like the rediscount rate, should be kept low; when too much 
credit is flowing into speculation the margin should be raised. 

There is much to be said for this contention, but the fact 
is that both Mr. Whitney of the New York Stock Exchange 
and Mr. Kennedy of the Commission have gone on record 
as being opposed to the “shoe-string speculator”. 


There are two reasons why the Commission 
might not see eye to eye with the brokers 
on this controversial point. One is that it is 
at least a fair question whether the Com- 
mission has not a mandate to keep the “punter” out of the 
market; the other is that on very practical grounds the 
Commission is apprehensive about participation in specula- 
tion by the small fry. This is because it realizes that if 
there is another speculative boom and collapse it will itself— 
wrongly, of course, but none the less truly—be held responsi- 
ble for the losses of the “little fellow”. 


CUSTOMERS 
FOR NEW 
CAPITAL 


There is every reason to believe that, in view of the easy 
money conditions prevailing and in further view of the 
determination of the Securities Commission to make the laws 
which it administers workable, 1935 will see a genuine re- 
sumption of refunding financing, and that before long that 
will be followed by the entrance of many of our corporations 
into the market for new capital. 


Mr. Collins says in the foregoing article that “‘the Administration has gambled on the out- 
come of a race between business recovery and inflation. And since it has decided to make 
this gamble every consideration urges that it lose no time in clearing the track for a sound 
and natural revival of private enterprise.’’ Below, Secretary Morgenthau in a press conference 
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Credit Management 


In Branch Banking (I 


O rapid has been the drift toward 

statewide branch banking that, in 

the two years 1933 and 1934, 12 

out of the 48 states amended their laws 

to permit it. Sixteen states in all now 

permit inter-community branch bank- 

ing; and, in addition, 15 others permit 

limited or intra-community branch 
banking. 

As yet—and probably due to the 
general reluctance to start new banking 
ventures during the depression—few 
states have witnessed any important 
expansion under the new laws. There 
is, however, but little doubt that as 
soon as more tranquil skies become the 
rule a few aggressive and ambitious 
individuals will launch their ships and 
endeavor to sail the new found seas. 

That they will do so without the 
aid of much in the way of charts and 
compasses goes without saying, for 
branch banking is as yet a good deal of 
an enigma to the vast majority of 
American bankers. We have virtually 
nothing in the way of tradition, and 
scarcely more in the way of a present 
supply of trained branch personnel. 
All we have are a few branch institu- 
tions of various sizes in scattered states, 
held within definitely restricted political 
boundaries rather than established in 
desirably wider and more appropriately 
based economic areas. In addition we 
possess very few time-tested laws of 
prescription and regulation. 

There does exist nevertheless a 
growing belief on the part of the public 
—as well as on the part of an increasing 
number of bankers—that the country 
is about to embark on an era of branch 
banking largely for the purpose of see- 
ing whether or not it may be a means of 
solving some of our more serious bank- 
ing and monetary problems. With that 
attitude in existence, somehow men, 
means and methods will be found to 
carry out what virtually amounts to 
a mandate to banking to embark on 
the voyage. 

It is to assist in the preparation of as 
comfortable a journey as possible that 
this discussion is written. It proposes to 
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This is a contribution to a subject that has had 
surprisingly little practical analysis except as a 
by-product of other studies. Further discussion 
by the author will follow. 


be an inquiry into some of the in- 
tricacies of branch bank credit extension 
and management in order that hidden 
shoals may be largely avoided and the 
errors of inexperience minimized. Nec- 
essarily—that is, for the purpose of 
obtaining a clearer view of our subject 
—we must set forth with some freedom 
the contrasting picture of branch and 
unit banking. 

It is the factor of separation which 
makes credit management a more in- 
tricate and difficult process in branch 
than in unit banking. In the latter, 
particularly in the smaller institutions, 
credit extension is usually handled by 
principals whose decision is final. In the 
separately located branch it is handled 
by agents who act under delegated 
powers and whose activities are subject 
to review by a distant authority. 

Both the direct and the delegated 
methods have their advantages and 
disadvantages; but it does not lie 
within the field of this discussion to 
weigh the numerous arguments on 
either side. Instead we may point out 
that there are a number of somewhat 
subtle differences in credit management 
between unit and branch banking which 
are not immediately apparent to the 
student of the subject who may be 
accustomed to think in terms of unit 
banking. 

This is exemplified first of all in the 
degree in which an obligation to satisfy 
the wants of credit applicants is recog- 
nized. (We will assume for the sake 
of this argument that such an obliga- 
tion rightfully exists, that it is the un- 
avoidable duty of a banker in funds to 
take care of the worthy credit wants of 
his customers. It must be said, however, 
that some students of banking deny it.) 


Briefly, in unit banking the sense of 
responsibility to credit applicants is a 
narrow one geographically. It is re- 
stricted almost entirely to the citizens 
of the community in which the bank is 
located. No obligation to lend to the 
inhabitants of any other community 
exists or is recognized. During periods 
of moderate credit scarcity, the only 
outside investments made by a bank so 
situated are usually short term, wholly 
impersonal ones, such as bankers ac- 
ceptances and commercial paper. Their 
purchase is not attended by a reciprocal 
obligation on the part of the borrower 
to maintain a deposit. They are ac- 
quired for the principal purposes of 
scattering risk and acquiring an ade- 
quate secondary reserve. Because of the 
priority of these motives the demands 
of some local credit applicants occasion- 
ally are necessarily unsatisfied. 

In branch banking there is and can be 
no similar degree of restriction in the 
field of responsibility. It is much more 
diffuse; and that is because a branch 
bank is not a mere group of separate 
and disinterested offices, each one of 
which is responsible only to its patrons 
dwelling in that particular community 
and, in extent, to the amount of the 
deposits originating in that immediate 
vicinity. Instead, it is responsible for 
the credit well-being of its customers 
no matter in what branch point they 
may reside. As long as funds are avail- 
able from any normal source whatso- 
ever, the worthy application of any 
borrowing patron may not properly be 
denied. 

It is true, obviously enough, that the 
same dictates of prudence to diversify 
risk and to maintain secondary reserves 
through short term investment exist 
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in the branch as well as in the unit bank. 
Naturally the factor of safety must 
always take precedence over everything 
else, but with this difference: the unit 
bank can go only a limited distance in 
its total investment activities. First it 
must provide for primary and second- 
ary reserves. Then it must take care of 
its normal lending activities. Finally, 
it may borrow or rediscount in order to 
take care of extra credit demands, if 
necessary. 

The same path must be followed by 
the branch system asa whole, but for the 
individual branch office it is a less 
difficult one than that which must be 
followed by a similarly located unit 
bank. In supplying excessive credit 
wants at its individual offices the 


branch system is not obliged to borrow 
from outside sources as frequently as 
the unit bank. Excessive demands for 
loans in certain points are satisfied 
without any effort or ado by inter- 
office borrowing. The branch patron in 
poverty-stricken Podunk draws on 
wealthy Wilsonville without knowing 
that he has. 

Of course it goes without saying that 
in times of universal credit scarcity 
the branch system as a whole is under 
the same pressure the unit bank suffers, 
and, on occasion, must apply for out- 
side aid in a similar manner. But in 
normal times the strain of satisfying 
extraordinary credit demands is far 
less on a particular branch office than on 
a similarly situated unit bank. In fact 
a branch manager rarely concerns 
himself with the problem of reserve 
maintenance. That is more a head 
office responsibility, he is inclined to 
feel. In considering a loan application 
he is, as a rule, solely concerned with 
its worthiness. 

The point is that the branch manager 
does not have to depend on the sinews 
of credit developed by the community 
alone in which his branch is situated. 
He has the opportunity of drawing upon 


the available resources of all the other 
communities wherein his bank main- 
tains branches. Naturally, the more 
widespread and diversely supported 
economically these branches are, the 
greater that opportunity. 

This mobility of credit, it should be 
pointed out in passing, is a natural ad- 
vantage inherent in the structure of 
branch banking. It is one of its greatest 
sources of serviceability and vitality 
and probably the most satisfactory 
method ever developed for transferring 
bank credit from crest of plenty to 
trough of scarcity. But because of its 
ease of operation it is a head office re- 
sponsibility to see that the facility is 
not abused, particularly since the 
average branch manager feels that 
reserves are none of his concern. 

In one noteworthy direction will it be 
found that an occasional branch mana- 
ger may be prone to abuse the advan- 
tage. That occurs in attempting to in- 
crease deposits through the employment 
of credit liberality. The branch manager 
—and obviously the unit bank man- 
ager as well—is torn between two aims. 
He may make constantly expanding 
deposit levels his goal; or he may disre- 
gard the de- (CONTINUED ON PAGE 68) 
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PERMIT STATE-WIDE 
BRANCH BANKING * 


PERMIT BRANCH BANKING 


IN LIMITED AREAS * 


PROHIBIT BRANCH BANKING 


BY STATUTE 


HAVE NO BRANCH BANKING LEGISLATION 


* In each state, of course, there are special statutory requirements which must be met. 
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Three Types of State Bank Boards 


HE past several years have wit- 
nessed, among other developments 
in state banking legislation, a 
tendency to create a relatively large 
number of boards and commissions de- 
signed to exercise administrative and 
advisory powers over banking institu- 
tions operating under state laws. These 
bodies have been designated as “ bank- 
ing boards”, “advisory boards”’, “‘com- 
missions” and “review boards”’. 
Boards of this kind have been created 
in 18 states, seven of them in 1933 
alone, and are more or less active in all 
of these states but one. Proposals have 
also been made for the formation of 
others in at least three additional states, 
and a voluntary advisory board has 
functioned in New Jersey for more than 
a year. The rapid development of this 
type of banking supervisory body and 
recent far-reaching changes in the bank- 
ing systems in operation in this country 


FIRST IN 1907 


impart special interest to the present 
and future status of such boards. 

Perusal of the statutes of the several 
states reveals that, historically, more 
emphasis has been placed on providing 
in the law for the administration of de- 
tails than on providing for the deter- 
mination of general banking policy. 
The statutes have generally prescribed 
that a superintendent, commissioner or 
examiner of banking be appointed, 
usually by the governor with or without 
the advice and consent of the senate or 
legislative assembly. The duties of these 
officers have been confined for the most 
part to the conduct of bank examina- 
tions, to the supervision of the organiza- 
tion of new banks and to the liquidation 
of insolvent institutions, and ques- 
tions of policy determination have been 
left almost entirely to the officers of in- 
dividual banks so long as policies have 
not conflicted with the law. 


The author names Oklahoma and Oregon (1907) and Texas (1910) as the 
first states that had banking boards. Below, from left to right, are the 
capitol buildings at Oklahoma City, Salem and Austin. Dr. Meredith 
says that “‘state banking boards have not been in existence long enough 
td permit definite determination of their defects, but several have al- 
ready become manifest and it is more than probable that others are 


developing.” 


WIDE woRLD 
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Economic conditions devoid of ex- 
treme deflationary characteristics nat- 
urally confine the duties and responsi- 
bilities of the state banking officer to a 
minimum clearly defined by law, but a 
period of drastic deflation, such as the 
past five years have been, gives rise to 
numerous situations in which policy 
determination cannot be left entirely to 
bank officers and in which considerable 
discretion must be exercised on the part 
of state banking officials. 

Peculiar problems resulting from de- 
flated conditions have been of especial 
gravity during the past five years. For 
example, what basis was to be used for 
the evaluation of securities when pre- 
paring reports for the banking depart- 
ment? What percentage of defaulted 
bonds, of real estate foreclosures and of 
bond depreciation should be written 
off the books at the end of a given pe- 
riod? How should those assets for which 
only a very narrow market existed be 
evaluated? Exactly what conditions 
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“THE significance of state banking boards,”’ 
writes Dr. Meredith, ‘‘has been greatly diminished 
during the past year as state banks have qualified 
for participation in Federal deposit insurance. 
The increasing extent to which the Federal Gov- 
ernment, through the R.F.C., the F.D.I.C. and 
the Reserve System, is exerting strong and growing 
influence. on state banking reduces the need 


for these boards. 


‘*They are likely soon to be rendered useless if the 
trend toward unification of the American banking 
systems continues. However, there are certain 
indications that Congress has reduced the speed 
with which it was proceeding toward banking uni- 
fication. If this should ultimately prove to be the 
case, banking boards will obviously regain some, 
if not all, of their waning importance.”’ 


were required to prevail before an insti- 
tution should be declared insolvent? 
If market values were taken during 
1931, 1932 and the early part of 1933, 
relatively few institutions would have 
been solvent; but, if given time to work 
themselves out of depressed condi- 
tions, many of these technically in- 
solvent organizations would probably 
have been able to meet fully their 
obligations. 

These and a host of similar problems 
have persistently harassed state bank- 
ing officials since 1930, and, unless 
special bodies have been created for the 
purpose, these problems have been 
cared for by state officials only by giv- 
ing very liberal interpretations to exist- 
ing law and by making more or less 
arbitrary rulings on points concerning 
which laws do not exist. 

Examiners and superintendents have 
been loath to exercise discretion in giv- 
ing necessary or advisable interpreta- 
tions to the laws because of the responsi- 
bility and possible liability which might 
result therefrom, and because of the in- 
evitable criticism likely to arise from 
bankers and from the public regardless 
of the course pursued. Furthermore, in 
those states in which the banking offi- 
cial was not specifically granted immu- 
nity from legal action for acts committed 
in good faith, he has been likely to find 
himself in an embarrassing situation 
even though his intentions and efforts 
were of the best, merely because an in- 
furiated and unreasoning public sought 
to wreak its wrath upon someone. 
Nevertheless, decisions on points such 
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as those mentioned above have had to 
be made. 

Legislative processes move very 
slowly and cannot be expected to pro- 
vide in advance for every contingency. 
Remedies from legislative bodies fre- 
quently materialize only after the de- 
fects have been cared for by the passage 
of time; and proposals designed to rem- 
edy evils existing at a given time are 
always subject to political fancies and 
frenzies and often extend the corrective 
too far. In the absence of a better 
method, state banking officials early in 
the depression found it their lot to 
render those decisions and rulings which 
appeared reasonable and expedient, and 
then to await results. The obviously un- 
desirable consequences growing out of 
this situation led to a search for meth- 
ods which would overcome these diffi- 
culties, and this quest disclosed that 
several banking boards had been estab- 
lished for various purposes in the past. 

Precedent for the formation of bank- 
ing boards during the depression had 
been established during the preceding 
25 years. The first ones appear to have 
been formed in 1907 in Oklahoma and 
Oregon. The former, consisting of five 
state officials, was created to aid in ad- 
ministration of the guaranty fund estab- 
lished at that time. The banking board 
of Oregon, composed of three state 
officials, was known as the Board of 
Bank Commissioners, and though it is 
now called the State Banking Board, its 
functions as prescribed by statute are 
very similar to those first given it. The 
State Banking Board of Texas was 


established in 1910 with limited powers 
of administration over the banks of 
that state. ‘ 

The Federal Reserve Act contained a 
provision for the formation of the 
Federal Advisory Council, which con- 
sists of 12 members, one selected an- 
nually by each Federal Reserve bank to 
represent its own district. This Council 
meets four times each year and at the 
call of the Federal Reserve Board. Its 
powers are confined solely to obtaining 
information, to giving advice and to 
making recommendations to the Fed- 
eral Reserve System. 

The origin of the State Banking Com- 
mission of South Dakota is found in the 
Depositors’ Guaranty Fund Commis- 
sion formed in 1915 to administer the 
fund. A board was established in Okla- 
homa in 1921 for the same purpose. 
Alabama established a banking board in 
1919, and boards of strictly advisory 
natures were organized in Iowa and in 
Kansas in 1925. These precedents and 
the pressing demands which arose early 
in the depression have resulted in the 
many boards since formed, at least one 
of which was set up at the instance of 
the superintendent of banks. 

The nature and composition of the 
state banking organizations now func- 
tioning differ widely from state to state, 
but they nevertheless possess certain 
characteristics which cause them to fall 
into distinct classes or groups. They 
will first be analyzed in order to deter- 
mine the bases upon which they are 
constituted and then in order to deter- 
mine the nature of the functions they 
render. 

These boards, consisting of three to 
nine members, fall into three groups, as 
follows: 


a. Commissions composed of the 
governor and other state officials 
designated by statute. 

. Commissions composed of bank- 
ers or of bankers and business 
men. 

. Commissions constituted on a 
combination of the principles 
employed in the preceding classi- 
fications, that is, commissions 
composed of state officials and 
of persons not occupying such 
positions. 


Only three boards fall in the first of 
these groups. The State Banking Board 
of North Dakota is composed of the 
governor, secretary of state and at- 
torney general, and the Texas board of 
the same name is composed of the attor- 
ney general, the bank commissioner and 
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the state treasurer. The State Banking 
Board of Oregon consists of the gov- 
ernor, secretary of state and the state 
treasurer. In 1933 it was proposed by 
the legislative committee of the Oregon 
Bankers Association that two members 
be added to this body and that the scope 
of its powers be extended in order to 
give the superintendent of banks “ac- 
tive and continuous support of a board 
in matters of policy and procedure,” but 
the proposal did not become a law. 

This type of banking board assumes 
that the individuals comprising it will 
be well versed in banking theory, prac- 
tice and conditions and that they will 
have plenty of time to devote to these 
duties, whereas these assumptions do 
not necessarily follow. Furthermore, 
the banks find themselves without rep- 
resentation. The political aspects of a 
board of this type are also likely to 
provoke criticism. 

Boards of the second type include 
those of Arkansas, Connecticut, Dela- 
ware, Indiana, Vermont and Wisconsin. 
These boards contain no state official, 
which fact tends to remove one of the 
most pronounced defects of boards 
falling in the previous group. Banking 
representation is provided directly or 
indirectly by statute for all of these 
boards except those of Vermont and 
Connecticut, and in these states all 


members of the boards are bankers. 
This representation provides the banks 
with participation which should gener- 
ally be given them on a board of this 
kind. 

The inclusion on some boards of addi- 
tional members selected from businesses 
other than banking, or the inclusion of 
experts in the field of banking not 
actually engaged in the business, pro- 
vides these boards with the point of 
view of the business man and of the 
outsider, assuming that this point of 
view must be included. At the same 
time, it is a debatable question whether 
it is desirable to include in the member- 
ship persons other than active bankers 
and experts of high reputation unless 
this is done to avoid public antagonism 
toward banks. 

The third type of banking board or 
commission combines the principles 
embodied in the two previous classes by 
providing for representation of the state 
through the inclusion of the superin- 
tendent of banks or other state officials 
as well as bankers and outside repre- 
sentatives. This group includes the 
boards of Alabama, Iowa, Kansas, 
New York, Ohio, Oklahoma, North 
Carolina, South Carolina and South 
Dakota. The Advisory Commission of 
North Carolina consists of the state 
treasurer, the attorney-general and three 


others; the Board of Bank Control of 
South Carolina consists of the state 
treasurer and six others; while the boards 
of the other states falling in this group 
include the state banking official. A 
certain number of bankers is specifically 
included in all of these boards with the 
exception of the Board of Bank Control 
of South Carolina and the State Bank- 
ing Board of Iowa. 

The theory apparently underlying 
the commissions constituted in this 
manner is the belief that the state will 
thereby be better represented and will 
exercise a greater influence over bank- 
ing than would be the case with commis- 
sions falling in the previous class and 
that the banking business will also 
have a definite voice in the boards’ 
activities, which condition is not true 
of the boards of North Dakota, Texas, 
and Oregon. 

Inclusion or exclusion of the state 
banking official from membership in 
these bodies is of little or no practical 
significance because these officials may 
always consult the boards and because 
the boards and state banking officials 
have thus far cooperated very closely, 
in the majority of cases at least. Fur- 
thermore, it would be extremely diffi- 
cult in practically all cases to enforce 
opinions and rulings of a state banking 
board unless (CONTINUED ON PAGE 67) 
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New York Sun 


OR the first time in history, 1935 
annual meetings of large New York 
banks were generally attended by 
newspaper reporters, in most instances 
without proxies and by invitation of the 
banks themselves. Last year three or 
four banks experimented gingerly in ad- 
mitting the press to what had always 
been a function exclusively for stock- 
holders. It worked so successfully that 
the practice grew. Seldom have the 
affairs of the banks concerned been 
spread so completely and sympatheti- 
cally upon the public records as they 
were this year. Seldom were features 
and highlights of their fiscal years han- 
dled with such nice discrimination by 
the newspapers, whose reporters, aided 
by the emphasis and attention bestowed 
by bank presidents and chairmen them- 
selves to sections of their reports, easily 
winnowed wheat from what was chaff. 
Since the banking business now has 
so few secrets and since all banks are 
manifestly eager to obtain a better pub- 
lic understanding, admission of report- 
ers to annual meetings has accomplished 
several important results beneficial to 
the banks themselves. In the first place, 
it has given the press, and through the 
press the public at large, a more inti- 
mate and friendly picture of the banks. 
Annual meetings of most banks have 
their serious and lighter sides, their 
stories of achievement and error, into 
which the average reporter goes as an 
observer willing and capable of entering 
into the spirit of the thing. The bank 
president who is portrayed before the 
public in his conscientious and usually 
excellently clear answers to dozens 
of depositor questions, in his skilful 
handling of the occasional impudent 
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disturber, or in able debate or even hu- 
morous tiffs with malcontents who in- 
variably own one to five shares, never 
can be pictured again as the cold and 
aloof banker who, in the privacy of 
marble halls, is supposed to be playing 
the réle proverbially ascribed him. 
Every bank has its traditions, its his- 
tory, its “points”, if one can call them 
that, peculiar to itself, and to bring 
them out is often publicity work of the 
most helpful kind. 

By his own actions the chief executive 
of a bank at an annual meeting can con- 
trol very largely the kind of a story the 
occasion will get from the press. He can 
say what he wants in language capable 
of no misinterpretation; he can direct 
emphasis to this feature of the report 
and pass over with faint emphasis the 
less essential points, or the sections on 
which public attention need not be con- 
centrated. If stockholders insist upon 
talking exhaustively about certain things 
the president would rather not give ex- 
haustive information about, he can sim- 
ply refuse as a matter of policy to dis- 
cuss the matter at greater length and 
invite interested shareholders to see him 
on the subject at a moment when more 
time is available for discussion. The 
average trained reporter is a faithful re- 
cording instrument who registers half- 
tones as well as full ones, and he does 
not start off with preconceived preju- 
dices or with intentions to overpraise or 
overly damn. He is looking for facts. 

The average newspaper of important 
size whose readers the bank most de- 
sires to impress is becoming more par- 
ticular, as the years pass, about its 
“canned handouts”, as advertising 
agency and press agent material is 
known, and prefers to get its own news 
on the spot in its own way and with its 
own men, who are paid to get it. Some 
of the most amazingly successful bank 
publicity men, from a bank’s stand- 
point, have been those who, in recent 
years, have devoted a large share of 
their daily energies not to the prepara- 
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While banks are not making a special 

point of having reporters present at 

stockholders’ meetings, they welcome 

those who want to come. The photo 

above shows press tables at the 1935 

meeting of the Irving Trust Company, 
New York City 


tion of carefully worded advance stories 
but to facilitating the progress of news- 
paper reporters through the bank, from 
officer to officer, from department to 
department, picking up news as they 
go, not when the bank wants to give it 
out, but when the reporter wants it. 
Such bank publicity men confine their 
press releases to simple little memo- 
randa of essential facts, which the re- 
porter may use as he would his own 
notes, in any way he sees fit. Even in 
the smaller cities it will be found that 
reporters have a considerable sense of 
responsibility and are alive to the 
dangers of hurting depositor confidence 
in banks. In some instances it will be 
necessary for a bank officer to make a 
few tactful suggestions along this line, 
if the news which is about to “break” 
is not optimistic. If news is unfavorable, 
the worst thing on earth to do is to at- 
tempt to conceal it, for it is bound to 
come out, usually in distorted form or 
through the nearest rumor factory, do- 
ing more harm than would a straight- 
forward statement of the facts. 
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Commercial Paper In the 


Banking System 


E practice of investing funds in 
liquid, short term open market 
commercial paper is decades older 

than the eventful National Banking Act 
passed by Congress in 1863 as an emer- 
gency credit mobilization measure to 
assist in financing the latter part of the 
Civil War. 

The early practice of selling receiva- 
bles to outside banks through the me- 
dium of brokers developed in the be- 
ginning of the 19th century. This 
mechanism was evolved from the need 
for credit by the growing industrial and 
commercial enterprises located in the 
cities along the Atlantic seaboard. They 
required some means to carry their 
merchandise through seasonal peaks 
and then, when the merchandise was 
sold, to carry the receivables of their 
distant country customers, who made 
purchases only once or twice a year, 
through to collection. At the same 
time, it provided banking institutions, 
even in those remote days, with a 
healthy form of self-liquidating sec- 
ondary reserves. 

Through the years the volume of out- 
standing commercial paper purchased 
by banking institutions constantly fluc- 
tuated; but there it always remained, 
an anchor to windward, the soundest 
form of a secondary reserve for surplus 
funds, and so recognized through the 
decades by the conservative city or 
country banker. 

Banking theories and practices have 
changed greatly during our nation’s 
history. The First Bank of the United 
States was chartered in 1791 for 20 
years along the lines recommended by 
Alexander Hamilton. Then came the 
Second Bank of the United States char- 
tered in 1816, also for 20 years. The 
stocks of both institutions were largely 
held in private hands. Both banks op- 
erated efficiently through the medium 
of branches, furnished an adequate sta- 
ble note currency, supplied banking 
services to the public, regulated the 
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activities of state banks, and transacted 
the fiscal business of the Government. 

Then came the era of wildcat state 
banks with local currency circulating at 
a discount, and the creation of our in- 
dependent treasury system, a period of 
many years when our banking facilities 
were decentralized, uncontrolled, ineffi- 
cient and inadequate for our expanding 
industrial and commercial needs. There 
followed the National Banking Act in 
1863, an inelastic currency based on na- 
tional securities, and the rise again of 
state banking institutions as a re- 
sult of less stringent supervision and 
restrictions. 

In 1913 our entire theory of banking 
operations was changed by the Federal 
Reserve Act fashioning the 12 Federal 
Reserve banks with their scattered re- 
serves, the creation of two systems side 
by side, member banks and non-member 
banks. Then came branch banking, 
chain banking, Federal land banks, 
intermediate credit banks, and in the 
past two years the agencies of the New 
Deal, like the Reconstruction Finance 
Corporation and the Home Owners’ 
Loan Corporation. Credit and banking 


facilities have been made available for 
every conceivable purpose from borrow- 
ing ten dollars from a personal loan 
company to pay a doctor’s bill to ob- 
taining millions of dollars in the form of 
mortgage obligations. 

Recently after a lapse of years there 
has come agitation for one central re- 
serve bank at Washington and the con- 
centration of all credit facilities in the 
hands of the Federal Government. But 
through all this imposing array of 
theories, practices, and agitations the 
institution of open market borrowing 
has remained virtualiy unchanged. No 
matter what the banking structure of 
our country, the banking theory or prac- 
tice, commercial paper has continued to 
serve industry, commerce and banking 
practically and efficiently. 

The amount of outstanding open 
market commercial paper reached its 
peak in October 1919 when $1,200,000,- 
000 was held as short term investments 
by the 27,404 commercial banks and 
trust companies of the country. Thir- 
teen and a half years later the amount 
had dropped to $60,000,000, a shrinkage 
of 95 per cent. 

This tremendous decrease was, after 
all, a natural trend and one which 
clearly and significantly exemplified the 
unusually healthy, liquid character of 
open market paper as a secondary re- 
serve. From the low point of $60,000,- 
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This chart gives the comparison of the 
percentages of total open market names 
broken down into broad industrial divisions 


for 1924 and 1934. For both years textile 


names (including dry goods and depart- 


ment stores) represent approximately one- 


third of all borrowers. In foodstuffs and 


finance companies the percentage increased 


quite substantially during the decade, while 


in lumber (including furniture) and metals 


the percentages decreased. Reasons for 


these variations are found in the varying 


fortunes of different industries during trou- 


bled times. The other divisions show minor 


differences. 


000 in May 1933, outstanding paper 
steadily expanded month by month, 
and in September 1934 it touched 
$192,000,000, the largest amount for 
almost three years. 

In March 1933 “all other loans” 
(i.e., all loans except those against 
securities) of reporting member banks 
in 90 important cities reached a low 
point. The trend then reacted upward, 
continuing until November when it 
suddenly turned about and after suc- 
cessive drops finally reached a new low 
of $4,439,000,000 on July 18, 1934. 
From this point the course again tended 
gradually upward at a moderate incline 
until last November when the direction 
was reversed in accordance with the 
seasonal repayments toward the end of 
the year. 

Why is it that the volume of out- 
standing commercial paper has not con- 
formed to this pattern of “all other 
loans”? Why has the amount of out- 
standing open market commercial paper 
had so steady a growth since May 1933, 
whereas the loans of reporting member 
banks in important cities have bobbed 
up and down twice, with many minor 
variations, in less than two years? 

Banks located outside of the impor- 
tant centers have a discount rate that is 
generally somewhat above that charged 
by the important central reserve city 
banks and consequently somewhat 
higher than the national discount rate 
for six-months money as reflected in the 
open market. The commercial paper 
market gives the broadest distribution 
of notes at the most advantageous rates 
prevailing in any part of the country, 
and as a result, sound, nationally known 
business enterprises have been reduc- 
ing interest costs during the past two 
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PAPER 
years by using the 


practical borrowing 
facilities of the open 
market. 

At the same time 
the commercial 
banker has been 
happy to extend credit 
to open market bor- 
rowers at a rate which 
was lower than the 
rate charged to local direct-borrowing 
depositors, as commercial paper losses 
over a long period of years have been 
so very infinitesimal. 

The simple mechanics of transacting 
everyday business in the early days of 
our commercial development were far 
different from the methods in use today. 
Merchandise, dry goods, hardware, 
dried food products, and leather goods 
including harnesses and saddles, were 
generally sold on eight-months terms 
by the New York, Boston, Philadelphia 
and Baltimore wholesalers. Today prac- 
tically all similar merchandise is sold on 
30, 60 and 70-day terms, with a discount 
allowance in certain lines if paid within 
ten days. This reduction in the length 
of time allowed in customary terms of 
sales, as transportation and communica- 
tion facilities gradually knit our coun- 
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try together, is one of the basic differ- 
ences between methods of a century ago 
and those of today. 

Moreover, 100 years ago the retail 
country merchant gave his note or trade 
acceptance in full payment for his pur- 
chases. That was the second fundamen- 
tal difference. Today it is the general 
practice for the buyer to borrow funds 
from his bank and with these funds 
pay for his merchandise whenever pos- 
sible on discount terms. Until a little 
while after the Civil War, practically 
all merchandise obligations were paid 
by six and eight-months promissory 
notes or trade acceptances and these 
instruments represented the form of 
commercial paper handled by the orig- 
inal note brokers of New York City. 
The first open market paper of this 
character appeared in the New York 
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dry goods market. Then came the en- 
dorsed notes and trade acceptances of 
other prominent lines of business ac- 
tivity, concerns handling tobacco, dia- 
monds, hides and leather, groceries, 
sugar and whiskey. 

Today all commercial paper is drawn 
in even amounts, $2,500, $5,000, $10,- 
000, $50,000, $100,000 pieces, but when 
the early endorsed notes and trade ac- 
ceptances were being distributed, the 
amounts were invariably odd. This was 
the third fundamental difference. I 
have seen a brokerage offering sheet as 
late as 1870 which contained notes in 
such amounts as $1,843, $2,538, $3,840; 
in all cases the offering sheet also listing 
the names of “ promisor and endorser’”’, 
or “drawer and acceptor”. 

In 1924, about ten years ago, 2,705 of 
the more substantial business enter- 
prises of the country, 97.1 per cent with 
a tangible net worth in excess of $250,- 
000, borrowed approximately $2,683,- 
000,000 in the open market. That rep- 
resented almost $1,000,000 of open 
market credit for each borrower. In 
more recent years this number has fall- 
en off somewhat, but with the more re- 
alistic attitude of the past two years the 
number of industrial and commercial 
open market borrowers has expanded 
from the low point. There has, however, 
been very little change in the complex- 
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ion of the borrowers from the view- 
point of their industrial distribution. 

The volume of outstanding commer- 
cial paper was abnormally high in 
October 1919 because of the activity of 
business. The widespread speculation in 
commodities which followed the war 
necessitated the heavy use of short 
term credits by business enterprises, 
and the larger, well known, sound busi- 
ness concerns obtained a substantial 
portion of their temporary credit needs 
at the lowest possible interest rate in the 
national commercial paper market. 

All of this was particularly favorable 
to buyers of commercial paper, as the 
risks were ideal, short term and liquid, 
and the high interest rates prevalent in 
the latter part of 1919 gave a splendid 
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This chart shows the return on bank 
investments in the depression period. 


return. The commercial paper held by 
banks in May 1933 conversely had 
fallen to an exceptionally small amount 
because of the depressed and embar- 
rassed state of business activity, the 
liquidated condition of so large a pro- 
portion of the business enterprises of 
the country, the rather dubious outlook 
for fundamental improvement which 
made itself felt in the small amount of 
forward business, and the widespread 
low interest rates due to the tremendous 
sums of excess reserves. By May 1934 
interest rates had dropped to one-half 
of 1 per cent. 

During these past few memorable 
years many of the well known indices 
of business activity have shrunk to a 
fraction of what we had come to believe 
was their normal figure, but the only 
industrial signpost which developed so 
precipitous a drop as outstanding com- 
mercial paper was the monthly total of 
building permits. 

At the same time, liabilities of cor- 
porations were being gradually and 
steadily reduced. Such is the natural re- 
sult of a depression. Debts are gradually 
paid off and, as far as possible, new lia- 
bilities are anathema. Long term bor- 
rowings virtually disappeared from the 
investment market except for munic- 
ipalities which had problems of unem- 
ployment or tax deficiencies, and the 
Federal Government. 

Let us now consider some statistics 
that will show how solidly open market 
commercial paper has withstood the 
stress and strain of unprecedented liq- 
uidation in the current readjustment of 
our business and financial life. 

The Comptroller of the Currency for 
many years has issued figures showing 
the dollar losses which the active na- 
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tional banks have assumed on direct 
loans and discounts. These figures would 
be expanded greatly if they were to in- 
clude the unknown losses of those banks 
which were closed during each year. 

The total loans and discounts of the 
active national banks decreased from 
$14,811,323,000 as of June 30, 1929, to 
$8,116,972,000 as of June 30, 1933, a 
drop of 45 per cent. During this period 
the net amount charged off on loans 
and discounts increased from a low of 
$68,666,000 for the year ended June 30, 
1929, to a high of $242,725,000 for the 
year ended June 30, 1932, and then 
dropped moderately in the following 
year to $214,291,000. Oddly enough, as 
loans and discounts were reduced, losses 
expanded. 

The most significant point in this in- 
teresting schedule is the fact that the 
percentage losses on the aggregate loans 
and discounts went up progressively 
each year from a moderate .46 per cent 
for the year ended June 30, 1929, to 
reach a high of 2.64 per cent for the 
year ended June 30, 1933. Every year 
the percentage increased. The average 
loss for the 5-year period was 1.47 per 
cent. 

During this same period how did 
banks fare with their investments in 
open market commercial paper? Were 
the percentage losses larger, smaller or 
about the same as on direct loans and 
discounts? 

As the accompanying compilation 
shows, no open market embarrassments 
occurred during the year ended June 30, 
1934, and the maximum of 16 occurred 
during the year ended June 30, 1931. In 
each of the last three years no final 
losses were assumed, as arrangements 
were made to pay or take up the ex- 
tended paper of the seven concerns that 
became financially embarrassed in the 
year ended June 30, 1933, and the two 
in the previous year. The greatest loss, 
$771,100, was taken during the year 
ended June 30, 1931. 
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National Bank Losses on Loans and Discounts 


Number of 
June 30 National 
Banks 


4902 
6150 
6805 
7252 
7536 


1933 
1932 
1931 
1930 
1929 


Average for five years 


Loans and 
Discounts 


$ 8,116,972,000 
10,286,377 ,000 
13,185,275,000 
14,897,204,000 
14,811,323, 


Per Cent to 
Charge-offs Loans and 


on Losses* Discounts 


$214,291,000 . 0264 
242,725,000 . 0236 
170,258,000 .0129 

88,137,000 


000 68,666,000 


* Net after giving effect to recoveries during the year. 


Losses on Outstanding Commercial Paper 


Number of Amount of 
June 30 Embarrass- Outstanding Aggregate Per Cent to 


ments 


1934 None 
1933 7 
1932 2 
1931 16 
1930 7 
1929 7 


Average for six years 
Average for five years 


The percentage losses on outstanding 
commercial paper are also striking be- 
cause of their very low figures. Even in 
the year of the greatest loss, 1931, the 
amount involved was only one-quarter 
of 1 per cent of the outstanding paper 
on that date, a tribute to the inherent 
strength and stability of the open mar- 
ket form of borrowing in trying times. 
Much smaller percentage losses were 
taken in the two earlier years. 

The contrast between the percentage 
losses assumed by national banks on 
their own loans and discounts and the 
losses taken on all outstanding commer- 
cial paper during this period of eco- 
nomic readjustment is most remarkable. 
The greatest loss in any one of these 


Paper 


$151,000,000 
73,000,000 
103,000,000 
298,000,000 
527,000,000 
274,000,000 


Losses Outstandings 


None 
None 
None 
$771,100 
353,775 
118,575 


last five years, representing .26 per cent 
of outstanding paper, was assumed dur- 
ing the year ended June 30, 1931, and 
this was almost one-half of the lowest 
percentage loss taken by the national 
banks on their own loans and discounts 
during the best of these years, June 30, 
1929. And during the two years when 
the greatest losses were taken on direct 
loans and discounts, the years ended 
June 30, 1932, and June 30, 1933, no 
losses whatsoever were taken on com- 
mercial paper investments. 

For the five years ended June 30, 
1933, the average net percentage loss 
assumed by the open national banks 
was 1.47, or just 21 times the 5-year 
average loss on commercial paper. 


. 0026 
. 0006 
. 0004 
29 


Municipal Credit and Relief 


T CAN be understood how the an- 
nouncement that the Federal Gov- 
ernment is to throw back upon states 

and municipalities the burden of direct 
unemp!oyment relief for certain classes 
of persons naturally sends cold chills of 
apprehension up and down the spines of 
investors in state and municipal bonds. 

Lest there be undue apprehension 

over the prospect at a time when state 
and municipal financing constitutes the 
largest portion of new capital issues on 
American markets, next to Federal bor- 
rowings, it may be well to suggest that 
things are not always what they seem, 
and that as a matter of fact the state 
and municipal bond situation is dis- 
tinctly bright. In the matter of the relief 
of the unemployed the proposed change 
is more apparent than real. Until the 
definite plans of the Federal Govern- 
ment are known, especially as they may 
be modified by Congress, the exact re- 
sponsibility of the states and their sub- 
divisions in this line can only be deter- 
mined by a process of elimination. 


UNEMPLOYABLES ONLY 


THE general proposal of the Federal re- 
lief authorities is that of the 5,000,000 
persons now on the relief rolls—individ- 
uals or heads of families—the 1,500,000 
or so who are regarded as unemployable 
shall hereafter be the sole responsibility 
of the states and municipalities. The 
other 3,500,000 employable persons are 
to be taken care of eventually by the 
Federal Government in its $4,000,000,- 
000 work relief program. Accordingly, 
this means that the states and munici- 
palities will have the sole care of some- 
what less than one-third of the total 
number of persons now on the relief roll, 
and that until the new work relief 
scheme is put into effect the Federal 
‘Government will continue its direct re- 
lief program as now administered. 

It happens that a little less than one- 
third is just about the proportion of the 
relief burden which the states and 
municipalities, on an average, have been 
bearing. Emphasis should be laid upon 
the matter of average. Some states and 
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municipalities are bearing far more than 
that proportion, others far less. Some 
states, and particularly some munici- 
palities, have reached and passed the 
limit of what they can do in the way of 
relief. Others are bearing their present 
and prospective burden not only with- 
out difficulty but even with marked im- 
provement in their credit position. 

State, and especially municipal, credit 
varies widely and this variation, which 
has always characterized municipal fi- 
nancing to a greater or less extent, ex- 
plains how it is that some communities 
are still in financial difficulty and are 
unable properly to finance a relief pro- 
gram now or hereafter, while others en- 
joy credit which enables them to borrow 
money at rates comparable with those 
enjoyed by the Government of the 
United States and will continue to enjoy 
such credit in the face of further relief 
burdens. It also explains why state and 
municipal financing has again reached 
normal proportions, with a prospect of 
passing above normal in the current 
year. 

The relief of unemployment and care 
for the indigent is primarily a function 
of local authorities, although this re- 
sponsibility is distributed in varying 
proportions between the state, county 
and municipal governments in the sev- 
eral states. In Delaware, for example, 
municipalities contribute nothing and 
the state government all to the portion 
of relief borne by the combination of 
state and local governments. In Massa- 
chusetts the local governments con- 
tribute nearly all. The state and mu- 
nicipal governments together, however, 
on an average bear about one-third of 
the relief burden. 

In the first quarter of 1933 local gov- 
ernments raised 33 per cent and state 
governments 9 per cent of all public 
funds used for relief. In the second 
quarter the municipalities raised 25 per 
cent; in the third quarter, 22 per cent; 
in the fourth quarter, 20 per cent; in the 
first quarter of 1934, 19 per cent; and in 
the second quarter, 14 per cent. State 
contributions increased as municipal 


contributions fell off, and by the first 
quarter of 1934 the states contributed 
33 per cent. In the second quarter the 
rate fell to 12 per cent but thereafter it 
rose again and at the present time the 
states and municipalities are again con- 
tributing in about the same proportion 
as they did last spring. 

The significant fact to be noted is 
that the local contributions in the April- 
June quarter last year, although only 14 
per cent of the whole, were actually 
larger than the 19 per cent of the first 
quarter. 


LOCAL RESPONSIBILITY 


THE municipalities were not falling be- 
hind in their actual contributions. The 
change came in the increased amount of 
public money used for relief purposes. 
All along the states and municipalities, 
in the proportion established by state 
laws and customs, have been especially 
charged with the care of the unemploy- 
ables, the permanently indigent. Under 
the proposed new arrangement they 
will merely continue this care for which 
they have always been responsible. 
In so far as the $4,000,000,000 work 
relief program will relieve unemploy- 
ment it will tend to relieve states and 
municipalities of some of the burden 
which, on an average, they have been 
bearing. The chief purpose of the Fed- 
eral proposal is to relieve the Govern- 
ment from the dole system. Such a 
system is necessary in the case of un- 
employable persons, but the system will 
be state and municipal rather than 
Federal. 

As a general proposition municipal 
and state credit is not likely to be ma- 
terially affected by the unemployment 
relief situation. For the next year, and 
more or less indefinitely, they will con- 
tinue to contribute perhaps half a billion 
dollars a year for relief purposes, but 
this is what they have been doing. And 
in spite of it, state and particularly 
municipal credit has improved probably 
as much in the past yearas it lost in the 
previous four years. 

The improvement of state and munic- 
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President Roosevelt’s attempt to make relief a local responsibility is in harmony with 
American cities’ historic individualism. In the old print above are shown Philadelphia 
and New York, Baltimore and Boston, Richmond and Charleston 


ipal credit since the low point of a year 
ago has been the chief feature of long 
term financing aside from the financing 
of the Federal Government. Early in 
1934 some of the largest cities of the 
country were menaced with bankruptcy. 
The situation was so threatening that 
Congress passed an act to authorize 
municipalities to reorganize their debt 
structures under court supervision with 
the consent of the major portion of 
their creditors—a pleasant and per- 
suasive method of going through bank- 
ruptcy. About that same time, however, 
local authorities, local committees of 
citizens and taxpayers, banks and re- 
formers started movements for the re- 
organization of the debt and tax struc- 
tures of the cities with the result that 
no major municipality or political sub- 
division of a state has taken advantage 
of the Municipal Bankruptcy Act. 
The quality of this improvement is 
indicated by the fact, reported by the 
Bond Buyer, that at the end of Decem- 
ber 1933 20 representative municipal 
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issues gave a return of approximately 
5.48 per cent on their current value while 
the same issues at the end of December 
1934 gave a return of 3.89 per cent. Even 
outstanding good credit risks, such 
as the states of New York and Massa- 
chusetts, reflected price advances of 
from $130 to $150 per $1,000 bond. 
New York City and Chicago bonds im- 
proved 18 points in the year. Certain 
Detroit, Miami and Arkansas bonds 
practically doubled in price. Prices ad- 
vanced so far that the P.W.A. has been 
able to dispose of, at a premium, nearly 
$50,000,000 of its holdings of 4 per cent 
municipal and other public works bonds. 

The result has been a larger amount 
of state and municipal financing during 
1934 than in any year since 1931. A 
fairly complete list of state and munici- 
pal bond offerings for the country pub- 
licly offered last year amounts to over 
$941,000,000, of which $836,000,000 
represented new capital. State and 
municipal issues offered on the New 
York market alone amounted to about 


$725,000,000 as compared with $343,- 
000,000 in 1933. 

There are a number of reasons re- 
sponsible for this improvement. General 
business betterment enabling  tax- 
payers to meet their obligations to the 
states and municipalities has been the 
chief factor. Loans from the P.W.A. 
have been an important influence. 
The refinancing of mortgages by the 
Home Owners’ Loan Corporation and 
the land banks, including the payment 
of tax arrears, has been another impor- 
tant aid. The revision of tax laws, strenu- 
ous efforts to improve tax collections, 
“pay-your-tax” campaigns, several im- 
portant refunding operations and im- 
proved budgeting of municipal govern- 
ments have been of assistance. Perhaps 
the most important aid has been econ- 
omy in state and municipal government. 

These are fundamental factors in the 
establishment of credit, and since they 
are still in operation the prospects for 
municipal and state financing in 1935 
are distinctly favorable. 
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The Month 


GOLD CLAUSE—NEW YORK AUTOMOBILE 
SHOW—GERMAN STANDSTILL CREDITS— 
SOCIAL LEGISLATION—ARMAMENTS 


The entire business world watched the Supreme Court, now 
sitting in the Capitol but soon to move to its own building 
across the plaza @ Automobile manufacturers were pleased 
with the results of new model showings @ F. Abbott Goodhue, 
New York banker, heads a committee that will look after 
the interests of American holders of German “‘standstill cred- 
its’? @ New chapters in the history of social legislation are 
being written in the House press gallery. W. J. Donaldson, 
superintendent of the gallery, is shown distributing copy- 
paper for correspondents @ Peaceful Gibraltar symbolizes 
Britain’s watch over the shifting balance in European politics 
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The Condition of BUSINESS 


efforts to restore the normal functioning of private 

capital. In all probability it is the unanimous hope of 
business and banking that these efforts continue with 
aggressiveness and sincerity. 

One feature dominating the situation in these early weeks 
of the new year is general recognition of the comparative 
solidity and stability of fundamental business conditions, 
notwithstanding such flare-ups as the excitement over the 
gold clause cases before the Supreme Court. 


Ri ctoris to depends on the success of the Government’s 


Indeed, the tendency of business undoubt- 
edly is to discount unfavorable developments 
so far as they can be foreseen at this point. 
There is, naturally, no disposition to overlook the possibility 
of future difficulties, but there seems to be an almost 
universal recognition of the country’s progress toward 
recovery during the past year and a realization that favor- 
able conditions are operating with increasing force. To say 
the least, the gains made should be held. 

Some of the factors which can be viewed as constructive 
may be mentioned briefly, although not without qualifica- 
tion in all cases. They include: 

The apparent determination of the Administration to 
start the flow of private capital; the calmness with which the 
business world accepted the new Federal budget proposals; 
probable stimulation of construction and allied industries 
by the work-relief program; the encouraging vigor of the 
automobile business; the greater vitality of the steel indus- 
try; activity in retail trade; maintenance of the Govern- 
ment’s credit; simplification of the Securities and Exchange 
Commission’s registration requirements which should stim- 
ulate the capital market; the absence of further attempts to 
manipulate the currency and prices; the strong banking 
situation. 

On the other hand, it is possible to find a number of factors 
which conservative observers find less encouraging. There is, 
for example, uncertainty as to the Government’s plans for 


PRESENT 
FACTORS 


banking legislation and its social security program. Also 
might be mentioned the competition of public works with 
private enterprise; the lag in durable goods; possibilities of 
extravagant laws with respect to the working week in indus- 
try or regulation of various sorts; the soldier bonus; the 
enormous burden of relief which the President believes 
should be removed from the Federal Government’s shoul- 
ders. In general, however, the country has long been familiar 
with these items, which no doubt explains the readiness of 
business to discount the unfavorable. 

Examining the situation more closely, it appears that 
larger banking and business interests are somewhat doubtful 
of what may follow another year of Government spending, 
and this feeling is reflected in a tendency to hold back from 
new industrial commitments in the heavy industries. In- 
vestors are disposed to keep their money in bonds and other 
fixed return securities; bonds have continued to advance in 
the face of heavy prospective Government financing. On the 
other hand the cumulative force of continued retail activity 
reflecting larger farm income and increasing Government 
expenditures in construction and similar lines, must of 
necessity be felt. There is considerable doubt about the effect 
of the Government’s new work relief program upon private 
investments in building and construction but the prospec- 
tive benefits to construction and related industries cannot 
well be discounted. Although business regrets the necessity 
of increased Government spending and borrowing, it accepts 
the program as necessary. Whatever disturbing influence 
an increase in the public debt may have is fully offset by a 
realization that the financing is to be orthodox and that the 
country can carry the burden. 


The comparative soundness of business condi- 
tions and the prospect of gradual improve- 
ment seem to be eliminating from the minds 
of most business men any idea of either a serious setback 
or a fortuitous stimulus leading to any substantial 
and immediate advance. It is realized that there is an 


FUTURE 
HOPE 


Discount rates in the 12 Federal Reserve banks 
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element in Congress which may cause trouble by forcing 
upon the Government some debt building undertaking such 
as immediate payment of the soldiers’ bonus, large appropri- 
ations for social welfare and public works, some industrial 
handicap such as the 30-hour week or the unionizing of all 
industry, measures advocated by the inflationist blocs. 
But the turn of the Government to the “right” and 
a belief that its real intentions are conservative suffice to 
discount interference with business recovery. Business in the 
New Year, of course, may be diverted one way or the other 
by some unexpected political or economic event but the gen- 
eral feeling seems to be that this is unlikely. What is now 
counted upon is a steady though perhaps slow general im- 
provement throughout the country. 


The chief reliance of business at present rests 
upon the active retail trade, especially in the 
Central West and South, that has been the 
basis of business improvement throughout most of the 
past year. This in turn depends largely upon Government 
agricultural benefits and the slowly growing public works 
enterprises. The continuation of these outlays is the best 
promise of retail activity. 

Trade in consumers’ goods continues with little or no inter- 
ruption, the post-holiday recession having been the smallest 
in recent years. The record up to mid-January was generally 
placed from 8 to 12 per cent above last year. Wholesale 
centers, especially New York and Chicago, report increased 
orders for Spring goods with the prospect that the first 
quarter’s business will exceed 1934’s by at least 20 per cent. 
It is particularly important to note that much of this increase 
is reported in industrial centers, whereas agricultural dis- 
tricts led during 1934. However, it is clearly recognized 
that unless there can be corresponding development in 
heavy goods so as to bring all industry into a proper balance, 
retail and wholesale trade will recede when governmental 
stimuli are removed. 

The prospects of the lagging heavy industries are still un- 
certain. There is promise of better things in the immediate 
future, especially in the plans of large corporations for con- 
struction and expansion, but so far these promises have not 
yet been redeemed. Nevertheless, the uncertainty seems to 
be more as to the degree of probable improvement than as to 
whether there will be improvement. Construction remains 
low, building permits in December registering a drop of 27 
per cent from November and 15 per cent from December a 
year ago, early reports for January showing little, if any, 
improvement. Some expansion is expected in the coming 
month but the real development, so long predicted, is now 
looked for in the early Spring. 


RETAIL 
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The steel industry undoubtedly is looking up- 
ward. December operations were much better 
than anticipated, averaging about 35 per cent 
of capacity for the month. By the middle of January 
the rate had risen to about 43 per cent, substantially the 
level reached last year only by March and then under the 
stimulation of prospective higher prices. 

The mills closer to Detroit and the automobile factor- 
ies show a greater rate of activity. Primarily steel prospects 
rest upon the motor car. Automobile manufacturers had a 
schedule of 300,000 cars for January, 380,000 for February 
and expect to make 3,300,000 cars this year. There has been 
some railway buying of steel, and the prospects are that the 
increased income of farmers will revive the agricultural 
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ALTHOUGH it is impossible at this time 
to foresee the full effects of the Govern. 
ment’s relief and public works program 
planned for the next 18 months, an intelli- 
gent guess suggests that it means an ac- 
centuation of present conditions in both 
finance and business, that is, increased 
bank deposits balanced largely by larger 
investments in Government securities, 
and a gradual recovery in heavy industry 
based upon an increase in long term fi- 
nancing now apparently possible through 
relaxed Government restrictions. 

In the business situation as a whole 
there is decidedly more confidence than 
for many months. 


equipment demand. The Durable Goods Industries Commit- 
tee points out that this trade, which normally absorbs about 
$500,000,000 of equipment, fell last year to about $165,000,- 
000. The committee estimates that there is around $1,000,- 
000,000 of possible business in this field alone—a promising 
field in view of the estimates of Government experts that 
farm income for the coming year will exceed $6,000,000,000. 

Railways are reported planning the expenditure of about 
$65,000,000 on new cars during the year. The iron and steel 
trade also looks for a substantial increase in the demand for 
tin plate. Manufacturers of refrigerators and air condition- 
ing machinery are planning for a substantial increase in their 
output. 


The most convincing outline of the bank- 
ing situation is that disclosed in the 
annual meetings of national bank stock- 
holders during the past month. The chief feature of the re- 
ports was an improvement in the position of the banks, 
including considerable betterment in earnings. Banks in the 
Central West and South on the whole gave the best returns, 
probably reflecting the greater activity in retail trade which 
those sections have enjoyed. 

Reports of typical banks in nearly all Reserve districts 
indicate an increasing reliance upon security investments 
for earnings. This is particularly true of the metropolitan 
banks. One New York bank reported that of its earnings 
of $16,509,309 for the past year five-eighths, or $9,922,916, 
were made in the first six months, a situation amply ex- 
plained by the decrease in the avarage rate paid on 
customers’ loans in New York, as reported by the Reserve 
Board, from 3.58 per cent in January to 3.22 per cent in 
November. The average rate of income on the bank’s loans 
and investments in 1934 was 2.55 per cent as compared with 
3.41 per cent in 1933. Another bank reported earnings from 
October, 1933, to October, 1934, were at the rate of 2.14 
per cent as compared with 3.16 per cent in the previous 
twelve months. 

Representative Chicago banking institutions had increases 
in earnings ranging from 10 to 50 per cent over the previous 
year. Earnings from current operations were materially 
larger while profits from the sale of securities in some cases 
amounted to half as much as current earnings. Banks in the 
Atlanta, Dallas and Richmond districts and throughout the 
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South generally report largely increased earnings. In all 
these banks as well as in the central reserve city banks 
earnings were increased by income from assets which had 
failed to pay returns for several years. 

Bank presidents also pointed out that 1934 was the first 
whole year during which the banks had paid no interest on 
demand deposits and in many cases had substantially re- 
duced the interest on time and savings deposits. Banks in 
the Central West and South and to some extent in the East 
noted that another profitable element was the increased 
proportion of small loans to small merchants and manufac- 
turers on which a satisfactory rate of interest could be col- 
lected as compared with larger loans to larger borrowers, but 
at lower rates of interest, in previous years. The total volume 
of these loans is not large, comparatively speaking, but the 
profit from them is large in relation to volume. 


In every part of the country banks report sub- 
stantial and in some cases rather remarkable 
recoveries in the collection of loans previously 
written off and in the sale of securities at prices above 
book values. 

Current demands for loans which a commercial bank can 
make continue light with little immediate prospect of im- 
provement. Asa result many banks are turning more to long 
term security investments, particularly the longer term 
Government notes and bonds. There seems to be a general 
feeling that the tendency toward increased holdings of this 
type will become more marked in the next few months. 
Excess reserves in member banks have returned to the 
$2,000,000,000 mark and few bankers see where their 
funds can be employed to the best advantage otherwise 
than in the highest grade securities. 

This situation, of course, is the sublimated development 
of many months. Between January 3, 1934, and January 2, 
1935, demand deposits in reporting Federal Reserve member 
banks increased $2,733,000,000, time deposits rose $37 ,000,- 
000 and Government deposits $632,000,000, reaching totals 
of $13,685,000,000, $4,388,000,000 and $1,344,000,000, 
respectively. Loans and investments increased $1,626,- 
000,000. Holdings of Government securities jumped $1,987,- 
(00,000 to a total of $7,192,000,000, and of other securities 
$378,000,000 to $3,383,000,000, the latter including $583,- 
000,000 in obligations fully guaranteed by the Federal 
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Government. The discrepancies in these figures are covered 
by decreased loans on securities amounting to $531,000,000 
and decreases in other loans of $208,000,000. Holdings of 
securities other than those guaranteed by the Government 
decreased $205,000,000. Naturally, the excess funds passed 
into reserves and cash. The former increased $1,140,000,000 
during the year; the latter $46,000,000. 

The opening of the new year witnessed further develop- 
ments along the same line, for the four weeks ended January 
9 saw an increase of about $400,000,000 in holdings of 
“Governments”, a boost in excess reserves to just short of 
$2,000,000,000 and further decreases in loans and corporate 
investments. The discouraging feature is that no one has 
any idea how long this state of things will continue. Banks 
continue to make new loans in fair volume, but the latter 
cannot catch up with repayments. 

Our imports and exports had a marked increase during 
the first eleven months of 1934 over the same period of 1933. 
Exports totalled $1,962,731,149 as compared with $1,482,- 
355,927 in 1933, while imports were valued at $1,522,806,505 
against $1,316,040,573. 

Aid to foreign trade under the arrangement between the 
Export-Import banks and commercial banks is gradually 
becoming important, but meanwhile the Export-Import 
authorities are canvassing banks and export concerns to as- 
certain how much money is in blocked accounts abroad. It is 
expected that eventually one of the chief aids to the export 
trade afforded by these banks will be in discounting such 
accounts and carrying them until collection, thus freeing 
funds for the exporters. 

A preliminary survey of new mortgage lending in all parts 
of the country indicates that the proportion of farm mort- 
gage loans made by private capital is rapidly rising, life 
insurance companies having again entered this field after 
nearly seven years of gradual withdrawal. There is also 
considerable indication that commercial banks are again 
furnishing farmers with an increasing proportion of their 
short term financing. 


By far the most important element in the business outlook, 
however, is the changed attitude of industry and general 
business demonstrated in the action of public organizations 
of business men and in a number of individual enterprises 
which have been set in motion. 


CHANGES, December 12 to January 16 


(By districts, from figures of reporting Federal Reserve member banks in 19 leading cities) 
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Government Banking 


have in tapering off its emergency lending activities 

in keeping with the desire expressed by the President’s 
annual message to Congress, it seems plain that the relief 
program outlined will have as much effect upon the general 
credit situation as continued Government lending. 

Both Government borrowing and Government lending 
have an inflationary effect upon credit. Money borrowed and 
expended finds its way into the banks and ultimately into 
new investments, including the borrowings of the Govern- 
ment, or into excess reserves. Money borrowed by the 
Government and loaned through its agencies follows much 
the same course. While the loans made by the Federal 
agencies compete to some extent with funds offered by banks 
or other private lenders, this competition in certain respects 
is less serious for private capital than the superabundance of 
loanable funds caused by Government spending. Most loans 
of public money have been for refunding or in aid of private 
lending agencies. Expenditures pile up funds in the banks 
which contend with each other for such loans and invest- 
ments as are now offered by the borrowing public. 


W have in op success the Federal Government may 


The Government’s relations to banking and 
the Government as a banker in the next 
year or more, accordingly, will be deter- 
mined largely by the budget deficits and the borrowing 
they necessitate. The volume of credit in sight on this ac- 
count is impressive. 
In the next 17 months the Treasury will require $7,697,- 
991,911 in new money. It must refund 
$4,145,679,000 in intermediate and 
long term debts, and around $1,900,- 
000,000 in recurring Treasury bills; it 
may refund $1,928,207,600 in Liberty 
bonds. It can and will reduce the 
amount of new money required by 
drawing upon the general fund which 
amounted to $2,563,845,517 at the 
beginning of the calendar year, but, 
however the situation is regarded, 
about $6,650,000,000 of new money 
will be required. President Roosevelt 
in his budget message estimated that 
the public debt at the end of the fiscal 
year 1935 would be roundly $31,000,- 
000,000; at the close of the fiscal year 
1936 it will amount to $34,238,823,656, 
reaching these estimates after having 
drawn upon the general fund balance 
for $253,060,521 in the current fiscal 
year and $790,799,557 in the next, or a 
total of $1,043,860,078. All this, of 
course, assumes that Congress will not 
appropriate for relief or other pur- 
poses more than the President has 
called for. 
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The anticipated expansion of credit, or at least credit 
available in the banks, as a result of increasing borrowings 
and deposits can be traced to some extent by the incidence 
of the Government’s borrowing program based upon these 
deficits. The estimated deficit for the current fiscal year as 
reported by the President is $4,869,418,338, including 
$572,566,000 for statutory debt retirement. Up to January 1 
the deficit realized amounted to $1,699 ,935,397. That leaves 
$3,169,482,941 yet to be realized this year and to be covered 
by borrowing except for the quarter billion to be drawn from 
the general fund. Total expenditures for next year are es- 
timated at $8,520,413,609 against which the Treasury esti- 
mates revenue at $3,991 ,904,639. The deficit, accordingly, is 
placed at $4,528,508,970, including debt retirement. 


If, therefore, things go as well as antici- 
pated the Treasury will borrow between 
now and June 30 next a little more than 
$3,000,000,000 of new money, less $253,060,521 taken from 
the Treasury’s till. In the 12 months thereafter it will borrow 
a little over $4,500,000,000, less $790,799,557 taken from the 
general fund. Meanwhile the public debt will be credited 
with a total of $1,209,000,000 of bond or other security 
retirements under statutory requirements. 

It is expected that the borrowing of approximately $2,900,- 
000,000 of new money to cover this year’s deficit, less cash 
payments, will be done in the March 15 and June 15 financ- 
ing. Just what proportion of bonds, notes, certificates and 
bills will be used remains to be determined. At all events 
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soon after March 15 and June 15, or pari passu with ex- 
penditures, bank deposits may be expected to take another 
jump followed by a proportionate rise in bank holdings of 
Government securities. It is expected that most of the 
approximately $3,892,000,000 of new borrowing in the next 
fiscal year will also be done on regular financing dates. 


However, the proposition is not so simple. 
It is complicated somewhat by the neces- 
sity of important refunding during the 17 
month period. Refunding necessary includes $528,101,000 
of 2% per cent Treasury notes due March 15 next; $1,870,- 
(000,000 of 414 per cent Liberty bonds called for redemption 
April 15; $416,602,800 of 3 per cent notes due June 15; 
$353,865,000 of 156 per cent notes due August 1; $418,291,- 
000 of 214 per cent notes due December 15; and $558,819,- 
200 of 278 per cent notes due April 15, 1936. This is a total 
of $4,145,679,000. 

Outstanding Treasury bills which must be refunded in 
amounts running from around $300,000,000 to $450,000,000 
a month in $75,000,000 lots approximate $1,900,000,000. 
The First Liberty 414 per cent bonds totaling $535,981,250 
and the 31% per cent Liberties amounting to $1,392,226,350 
can be redeemed June 15 if notice is given by March 15. In 
the interest of economy it is especially desirable that the 414s 
be refunded. There is also general expectation that the 
Home Owners’ Loan Corporation will be authorized to issue 
another billion in bonds to continue its home mortgage re- 
funding campaign. 

Undoubtedly the task ahead is difficult and yet there are 
some compensating features of the situation which should be 
emphasized. In the first place there is the assurance of the 
President in his discussion of the budget message that all 
this financing is to be done by orthodox borrowing. There is 
apparently to be no inflation in any form; there is to be 
no dispersion of the so-called profit from dollar devaluation. 

That the result will be a burden on the taxpayer is ad- 
mitted. Three per cent interest on a $34,000,000,000 debt 
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exceeds $1,000,000,000 a year. Statutory debt requirements 
will entail annual sinking fund payments of around $700,- 
000,000. After 1936, accordingly, the Government will start 
its financial year with an amount due on the public debt 
equal to nearly half its total expenditures for the ordinary 
purposes of administration. 

In addition to the indirect effect upon them this budget 
situation is to have important influence upon the lending 
agencies of the Government. The R.F.C. is to furnish most 
if not all of the approximately $900,000,000 required for 
direct relief for the rest of the current fiscal year. Some of 
this is to be advanced to the states as loans. 

This means that the lending power of the corporation must 
be extended. Identical bills have been introduced in both 
houses of congress providing for a two-year extension with 
the proviso that it can be ended at any time by presidential 
proclamation. It is also provided that the maturity limit of 
the corporation’s loans be increased from five to ten years. 
Prolongation of the active life of the corporation has 
an importance not wholly confined to the assistance 
it may give the Government in financing its various activities. 

It has been assumed that the organization has about 
finished its mission of financing ailing business but this is 
not at all certain. The R.F.C. returned a considerable sum of 
money to the Treasury last Summer but up to January 10 
it had drawn upon the Treasury for $236,000,000 net this 
year as against a net credit of $146,383,656 on October 10. 
Some of the difference has gone to Government concerns but 
much of it has gone to private financial institutions. 


Transactions of the corporation in recent weeks 
have continued along the line followed in the 
past five months—a slight increase in credit 
outstanding of which banks have taken the largest part. 
In December the corporation advanced $145,000,000 
to the Emergency Relief Administrator and put out 
$162,300,000 in new loans to business as against a total of 
$142,119,000 which was repaid to the corporation. 

Banks borrowed $65,812,000 during 
the month but repaid a little over $33,- 
000,000. Railways borrowed $15,000,- 
000 and repaid practically nothing, 
while mortgage loan companies in- 
creased their indebtedness $4,000,000 
net. Insurance companies reduced 
their net indebtedness by $4,000,000 
and Federal land banks by $32,000,- 
000. Loans for self-liquidating con- 
struction projects increased by $6,- 
000,000 net; for industrial and 
commercial businesses, $2,436,000 net; 
purchases of preferred stock in banks, 
$16,000,000 net and loans on pre- 
ferred stock in insurance companies, 
$4,250,000 net. 

The corporation increased its author- 
izations of direct loans to industry by 
a little less than $6,000,000 and agreed 
to participate in new business enter- 
prises to the extent of $1,700,000. 
Total authorizations of direct loans to 
industry at the opening of the year 
were $29,481,850 of which $2,410,200 
had been withdrawn or cancelled, 
$6,315,280 disbursed and $20,756,370 
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remained available to the borrowers. Authorizations of partici- 
pation in business amounted to $4,762,685 of which $118,825 
was withdrawn or cancelleu. Loans authorized to industry 
through mortgage loan companies came to $17,598,675. Of 
this, $5,219,536 had been disbursed of which $180,420 had 
been repaid. 


The relief work program called for by the Ad- 
ministration involves the use of a lump sum 
of $4,000,000,000 to be expended as the President 
may direct upon construction enterprises in which low 
cost housing, including an amplification of the rural 
industrial community and subsistence homestead idea, 
is considered the most important. However, the suggested 
program embraces the elimination of grade crossings, wide- 
spread electrification, new roads and all similar undertakings. 
The general plan calls for the unification of such work under 
one organization. 

This naturally involves either the elimination or the tre- 
mendous expansion of the P.W.A. Until the plans of the 
Government as approved by Congress are fully developed it 
is uncertain whether this program of construction will be on 
the basis of loans to states and their subdivisions, or grants, 
or both. As might be expected from the delay attending the 
work under the P.W.A., there is much doubt whether the 
proposed construction work can get under way soon enough 
and in sufficient volume to be effective as relief. 

In December the P.W.A., according to the Treasury report, 
expended $83,361,107 of which $6,688,776 was in loans to 
states and municipalities for projects along the line of the 
proposed work relief program. The expenditures included 
$5,941,892 as loans to railways, the rest being for Federal 
work. In the first half of the current fiscal year P.W.A. ex- 
penditures totaled $658,952,400 of which only $76,315,742 
was in loans to the states and municipalities. Advances to 
railways amounted to $68,369,892, the rest representing 
expenditures on Government enterprises. In the first 10 
days of January expenditures were upon an even lower scale. 
Loans to railways amounted ‘o $6,516,000 but advances to 
states and municipalities showed a credit of $9,311,910. Con- 
struction work in general was at a low point, probably 
because of seasonal difficulties. 


RELIEF 
WORK 


This record involves no criticism of the 
P.W.A., for there is no doubt the admin- 
istration has done everything possible to 
get construction money to move. The difficulty lies in the 
nature of the program and this situation naturally will be 
met in the expansion of the public works principle in the 
work relief program. The P.W.A., the Emergency Relief 
Administration and the Subsistence Homestead authorities 
all state that they have in hand approved plans for enough 
work of the sort projected to carry out the program con- 
templated. Yet even with plans approved, contracts let and 
work started the program moves slowly. Much of the P.W.A. 
work so far, especially in slum clearance and low cost hous- 
ing, has been delayed by the difficulty of securing sites. It is 
expected that the legislation covering the new program will 
include authority for the Government to condemn such 
property as it may need. 

Activities of the Home Owners’ Loan Corporation un- 
doubtedly will be continued. Two months ago the chairman 
of the Home Loan Bank Board announced that the corpora- 
tion would receive no more applications for mortgage re- 
financing, intimating that it would not ask for an extension 
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IT IS quite evident that in the opinion of 
the Administration the balancing of the 
budget depends upon business, not upon 
the Government. The same observation 
applies to the Government’s credit activi- 
ties. So long as emergency credit is re- 
quired or private lenders fail to finance 
business in the manner thought necessary 
by the Federal authorities, Government 
lending will continue. There is a desire to 
stop such lending as soon as possible, but 
in the opinion of the Administration the 
realization of that desire depends in final 
analysis upon private credit. 


of the $3,000,000,000 limit placed by Congress upon its 
Government-guaranteed bond issues. It has also been under- 
stood that the corporation is one Government lending 
agency whose activities are to be tapered off as soon as 
possible. 

Congress, however, is displaying signs of disagreement 
with the proposal to suspend lending, and investigation by 
the H.O.L.C. itself indicates that about 300,000 of the 
690,438 applications left out in the cold under the suspension 
order should be cared for. This would require about a billion 
dollars more in bond issues and Congress presumably will 
give the necessary authority. Meanwhile the H.O.L.C. 
continues to put out new mortgage money in place of old ina 
volume larger than any other Government lending agency. 
Between December 7 and January 9 it refunded mortgages 
of $156,110,026, bringing its total volume of outstanding 
loans to $2,219,011,290 and increasing its bond and note 
issues to substantially $2,500,000,000. 


Business of the home loan banks shows 
little sign of a material increase, out- 
standing loans still hovering around $85,- 
000,000, but the operation of the banks is proving reasonably 
profitable. Nine of the twelve institutions have declared 
dividends on their operations for last year in a total amount 
of $1,318,504. The banks at Topeka, Los Angeles and Port- 
land which have declared no dividends are nevertheless 
operating at a profit. The dividends now being paid are at the 
rate of 2 per cent annually except in the case of the Boston 
bank where the rate is 1.5 per cent. 

During 1934 the Farm Credit Administration extended 
new credit, including refinancing of mortgages for other 
lenders, of $1,832,000,000. Of this amount $1,288,000,000 
was in long term loans of the Federal land banks and the 
Land Bank Commissioner. During the year, however, the 
overwhelming proportion of mortgage loans decreased and 
intermediate and short term credit became more prominent. 

The featured development in the past few months has 
been the increased credit granted by the production credit 
associations which are expected to take up the functions of 
the emergency crop loan system and other agencies and be- 
come one of the most important elements in farm credit. 

Officers of the F.C.A. express the opinion that not only 
has the peak of the administration’s emergency mortgage 
loans been passed but that much of the business of the land 
banks will soon be handled privately. 


H.O.L.C., 
F.C.A. 


BANKING 


EDITORIALS 


Good Banking is Swift 


HE part transportation has played in banking 

development has never been sufficiently empha- 

sized. More than once leadership has gone to the 
nations and banking firms with the most rapid facil- 
ities for the handling of exchange. In the 17th cen- 
tury, the House of Fugger dominated the financial 
world partly through its ability to execute its custom- 
ers’ orders across the deep-rutted muddy roads of cen- 
tral Europe ahead of all competitors. 

The dispatches may still be read which were sent by 
fast courier to the Head Office of this firm at Augs- 
burg from its branches in distant cities. In them you 
may read of the horrors of the Spanish Inquisition, 
burning of witches in France, and of the defeat of the 
Great Armada, written in the words of local branch 
managers who were contemporary with the events 
and who hurried back to their desks to write the news 
to the Head Office. Advantages in communication and 
in sources of information made it possible for the 
Fugger firm to render a service to its clients that 
competitors could not duplicate. 

Upon fast and reliable communication the Roths- 
childs built their success in the 18th century. Baron 
Rothschild’s vessels were fast sailers. Doings of the 
French court, the Austrian intrigues, the rate of 
Italian exchange—news of all kinds arrived at the 
firm’s headquarters long in advance of public dis- 
patches. Nathan Rothschild in London is said to have 
been the first man in England to learn the news of 
Waterloo, brought to him by fast vessel—some say 
by carrier pigeon. 


BOSTON TO PROVIDENCE 


IN America, too, fast transportation played an im- 
portant part in the development of early banking. 
When in 1829 the Citizens Stage Line instituted fast 
stage coach sevice from Boston to Providence, 
its favored client was the Suffolk Bank of Boston. 
Just before the horses dashed away from the terminal, 
the great leather dispatch case of the bank was lashed 
under the driver’s seat, to be rushed to its destination. 
New York, Boston, Philadelphia and Baltimore 
stages carried many a bank messenger in early days, 
and when the railroads came banks were among their 
chief patrons. When the Second United States Bank 
lost its charter, a new organization, with excellent 
transportation facilities, came to the front as regu- 
lator of exchange in the West—the Wells Fargo Ex- 
press Company. In Chicago in 1845 exchange on New 
York sold at 1% to 3 per cent. In Cincinnati the price 
was | to 2 per cent and in Buffalo 1 to 1% per cent. 
In the far South and West prices were higher, depend- 
ing upon the, time and cost involved in the shipment 
of specie. 
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REVOLUTIONARY CHANGES NEAR 


TODAY cash letters from the Pacific Coast reach 
New York by airmail over night. Tomorrow planes 
flying at great altitude may make the trip in a few 
hours. In the future our present “all-night-and-day” 
transit departments will make new speed records yet 
unknown. Improved photography, television and the 
transmission by wire of the form as well as the con- 
tents of credit documents may revolutionize present 
clearing and collection methods. Checks on out-of- 
town points will be presented for payment within a 
few hours—not days later. Unpaid items will be re- 
turned to customers the same day deposited. Much of 
this progress is due to take place before many years 
pass. Invention moves at a more rapid pace when the 
profit margin narrows. 


Technical, Not Political 


JK ING back over the long road banking has trav- 

eled in the past, the betterments that have come as 
a result of technical rather than political considera- 
tions are striking. The military and political exploits 
of the Babylonian kingdom recorded upon the clay 
tablets of the ancient libraries of the Euphrates Valley 
lie buried beneath the dust of centuries. 

But the principle of trusteeship, developed by the 
bankers of that early day, plays an ever-increasing 
part in modern finance. The intrigues of the famous 
House of Medici, that great family of early Italy that 
held the stage during a famous throat-cutting epoch 
in early Venice and Flore*ce, provide scholars with an 
interesting object of research. But the principle of 
double-entry bookkeeping, and the use of debit and 
credit, invented by the Venetians, vitally affects every 
modern business firm. So too in early England, do 
practical and work-a-day improvements in banking 
methods appear, in the light of history, to take prece- 
dence over the great political issues of the day. 

The development of modern banking out of the 
goldsmiths’ trade in London took place almost un- 
noticed amid the din of the Restoration. In America 
the Civil War gripped the thought and feeling of mil- 
lions, both north and south. Banks were caught in a 
maelstrom of inflation and currency manipulation 
against which they felt powerless to stand. Yet out of 
this unlikely epoch came improvements in exchange, a 
higher standard of banking morality, and the exten- 
sion of modern banking service to the most remote 
corners of the growing West. 

Banking during the past year has been beset with 
many problems. To an unfavorable public opinion has 
been added declining profits and uncertainty for the 
future. Yet, technical advances in 1935 may yet 
prove more important to the future of American bank- 
ing than all the political discussions of our time. 


41 


Voorhees Library, Rutgers University, New Brunswick, New Jersey 


The Graduate 
School of Banking 


NE of the constructive trends in 

QO the business world during recent 

years has been the evolution of 
banking as a profession. 

This movement has proceeded quietly 
and has made substantial progress 
through the period of criticism and read- 
justment with which weare all familiar. 
It is motivated by a realization that the 
banker, no less than the physician or 
the lawyer, must be sturdily equipped 
for a work which, directly or indirectly, 
touches men and women very closely. It 
is being advanced by an educational 
program for training the men who bear, 
and will bear, the great responsibilities 
of banking. 

The banker, of course, is fundamen- 
tally a combination of business and 
professional man, although the profes- 
sional aspects of banking have been ob- 
scured by the fact that bankers are not 
required to pass a prescribed course of 
study. Also there has been the tradition 
which held that the best way to become 
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a banker is to “learn the business’ 
by experience. A practical knowledge 
of economics, intelligent conservatism, 
personal integrity, skill in handling men, 
and the sixth sense of sound judgment 
have been and always will be considered 
essentials of the banker’s background. 

The strong and successful banks of 
the country, large and small, rest on 
that foundation. To this has been added 
gradually, with the passage of years, 
a personnel carefully and adequately 
trained in the theories as well as the 
practice of banking. In short, academic 
preparation, necessitated to some extent 
by the ramifications of modern business, 
has taken its place with practical experi- 
ence, and today the two are virtually in- 
separable. The importance of this de- 
velopment to the public, for which the 
banking profession is trustee, cannot 
easily be overestimated. 

For more than two years the Public 
Education Commission of the American 
Bankers Association has been studying 


By JOHN H. PUELICHER 


Chairman, Public Education Commis- 
sion, American Bankers Association 


means of offering advanced educational 
opportunities to bank officers who are 
interested in a more comprehensive 
study of banking from the standpoint 
of managerial policies. A survey of our 
findings was presented to the Executive 
Council of the Association in Washing- 
ton last October and to the Executive 
Council of the American Institute of 
Banking at its annual mid-Winter meet- 
ing in Augusta, Georgia, in January 
1935. 

As chairman of the Public Education 
Commission, I am pleased to report the 
establishment of the Graduate School of 
Banking by action of the Institute’s 
Executive Council last month, and en- 
dorsement of the program by the 
American Bankers Association. 

The first session of the new School, 
which has evolved in the development 
of the work of the American Institute 
of Banking, will be opened at Rutgers 
University, New Brunswick, New Jer- 
sey, on June 16, 1935. 


BANKING 


Mr. Puelicher, Chairman of the Board 
of Regents of the Graduate School 


The Institute, through its chapter 
organizations, will continue to offer 
training to bankers on the broad, demo- 
cratic basis of permitting anyone in 
banking to take its chapter study 
courses. Enrolment in the Graduate 
School, however, will be restricted to 
properly qualified bank officers. The 
courses will constitute an intensive study 
of managerial policies extending over a 
period of two years, with six weeks spent 
in resident instruction at Rutgers and 
20 months in extension work under 
supervision of the faculty of the Grad- 
uate School of Banking. 

Because this School represents a new 
development in the Institute structure, 
it is the desire of the organization to 
select its first student body carefully so 
that teaching methods may be evolved 
as a guide to possible expansion of the 
program in other sections of the coun- 
try, provided a demand for the work be- 
comes manifest. The initial session at 
Rutgers, therefore, will be limited to 
the first 200 bank officers who ap- 
ply and meet the standards for admis- 
sion. 

The Executive Council of the Insti- 
tute has obtained the consent of the fol- 
lowing men to act as the Board of Re- 
gents of the School, giving it the benefit 
of their advice and counsel in the con- 
duct of the work: 

John H. Puelicher, president, Mar- 
shall and Ilsley Bank, Milwaukee, Wis- 
consin, chairman of the Board of 
Regents. 

Robert C. Clothier, president of Rut- 
gers University. 
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Dr. Robert C. Clothier, president of 
Rutgers University 


Ira B. Cross, professor of economics, 
University of California. 

Walter J. Cummings, chairman of 
the board, Continental Illinois National 
Bank and Trust Company, Chicago. 

A. P. Giannini, chairman of the 
board, Bank of America National Trust 
and Savings Association, San Fran- 
cisco. 

Harry J. Haas, vice-president, The 
First National Bank of Philadelphia, 
Philadelphia. 

Francis Marion Law, president, First 
National Bank in Houston, Houston, 
Texas. 

William McC. Martin, governor, Fed- 
eral Reserve Bank, St. Louis. 

Lewis E. Pierson, chairman of the 
board, Irving Trust Company, New 
York. 

Lyman E. Wakefield, president, First 
National Bank and Trust Company, 
Minneapolis. 

Edmund S. Wolfe, president and 
chairman of the board, First National 
Bank and Trust Company, Bridgeport, 
Connecticut. 

Richard W. Hill, American Institute 
of Banking, New York, secretary of the 
Board of Regents. 

The following will be ex-officio mem- 
bers of the Board: President, First Vice- 
President, Second Vice-President and 
Executive Manager of the American 
Bankers Association; President, Vice- 
President and National Educational 
Director of the American Institute of 
Banking. 

The curriculum of the Graduate 
School will embrace three major sub- 


Dr. Eugene E. Agger, Associate Director, 
Graduate School of Banking 


jects: bank management, trust admin- 
istration and the bank’s investment 
portfolio. These courses will be taught 
on a major and minor basis during the 
resident sessions. Each subject will be 
offered as a major for two hours each 
morning during the resident sessions, 
while on three afternoons of each week 
the same subjects will be offered as 
minors. Bank officers in attendance will 
be permitted to elect one major and one 
minor in another subject. In addition, 
everyone will be required to attend a 
course in banking law. A course in the 
ethical and economic phases of banking 
will also be offered to all. 

Each bank officer attending the resi- 
dent session will be continued during 
the year as a student in the supervised 
extension work conducted by the fac- 
ulty of the School in all subjects cov- 
ered during the resident session. It will 
be necessary, therefore, for students to 
complete satisfactorily the work in the 
three resident sessions of two weeks 
each and also the work covered by the 
extension division facilities. 

The School represents an approach 
to the problems of banking in a broad 
educational manner, emphasizing the 
social and economic implications of 
banking. This is not to be a mere train- 
ing program. The teaching methods will 
reveal the character of the work to be 
offered. The men directing the study 
courses will be selected from leading 
universities, from the Government and 
from the banks. The historical and 
theoretical background of each course 
will be presented by university instruc- 
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tors; technical aspects will be offered by 
specialists in banking and by Govern- 
ment representatives. The directors of 
banking studies will be the following: 

Dr. Eugene E. Agger, professor of 
economics and business research atRut- 
gers University; head of the money and 
banking faculty of New York Chapter 
of the American Institute of Banking; 
formerly professor at Columbia Univer- 
sity ; for two years assistant to the presi- 
dent of the National City Bank of New 
York; connected with the Federal Re- 
serve Board as assistant director of the 
division of research. Dr. Agger is the 
author of a number of well known and 
widely used texts in the field of eco- 
nomics and banking. 

Dr. Willard E. Atkins, A.M., J.D., 
University of Chicago; professor of 
economics in New York University; 
has been a teacher in a number of In- 
stitute chapters; member of the Ameri- 
can Economics Association and a fellow 
in the Royal Economic Society; author 
of a number of books on economics used 
widely by schools and colleges. 

George P. Barse, who is general coun- 
sel for the office of the Comptroller of 
the Currency. 

John J. Driscoll, graduate of Temple 
University; holds degree of C.P.A. 
obtained in Pennsylvania in 1924; asso- 
ciated with the firm of Driscoll, Millet 
& Company, specialists in bank analy- 
sis and bank management; author of a 
number of treatises on the subject; 
consultant since 1929 to the New York 
State Bankers Association committee 
on bank costs; member of the Pennsyl- 
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vania Institute of Certified Public 
Accountants. 

Dr. George W. Edwards, head of de- 
partment of banking, College of the City 
of New York; formerly professor at 
Columbia University and at New York 
University; economist for Bank of 
America for four years; economist for 
Stone & Webster & Blodget, Inc., for a 
number of years. Dr. Edwards is the 
author of a number of texts used in 
banking classes in universities through- 
out the country. 

Adrian M. Massie, A.B., Yale; vice- 
president in charge of investments, 
New York Trust Company; formerly 
investment officer, City Bank Farmers 
Trust Company; taught investments in 
Institute classes during 1923 to 1927; 
co-author of the book “ How Banks Buy 
Bonds” which has been used by bank 
officers and university professors. 

Dr. Austin W. Scott, professor of law 
at Harvard University Law School; 
holds A.B. and LL.D. degrees from Rut- 
gers University and LL.B. from Har- 
vard University; formerly president of 
the Association of American Law 
Schools. For a number of years Dr. 
Scott has been an outstanding author- 
ity in the field of trust law in the United 
States, and his “Restatement of the 
Law of Trusts” for the American Law 
Institute is well known to officers in all 
trust institutions of the country. 

Gilbert T. Stephenson, vice-presi- 
dent in charge of the trust department 
of the Equitable Trust Company, Wil- 
mington, Delaware; holds A.B. from 
Wake Forest College, and A.M. and 
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LL.B. from Harvard University; for- 
merly president of the Trust Division 
of the American Bankers Association. 
He is one of the outstanding trust men 
of the country and has been the author 
of a number of books on legal and trust 
subjects. 

Edward Stone, who has taught in 
several chapters of the American Insti- 
tute of Banking; is author of a number 
of monographs on business and financial 
subjects; holds A.B. and A.M. degrees, 
as well as an LL.B. from Columbia Uni- 
versity. At the present time he is text 
editor at the national office of the 
American Institute of Banking. 

O. Howard Wolfe, cashier of The 
Philadelphia National Bank; was a 
member of the preliminary organiza- 
tion committee of the Federal Reserve 
System; organized the gold settlement 
fund of the Federal Reserve System and 
put this fund into operation for the 
Federal Reserve Board; has been presi- 
dent of the Association of Reserve City 
Bankers and the Pennsylvania Bankers 
Association; organized and served as 
manager of the Philadelphia loan agency 
of the Reconstruction Finance Corpora- 
tion; author of text, ‘Practical Bank- 
ing”; has contributed many articles to 
various financial publications. 

These men have been selected not 
only because of their knowledge of the 
fields of their interest but also because 
of their teaching ability. 

Rutgers University has offered the 
use of its campus facilities for the Grad- 
uate School. This institution, situated 
38 miles from New York, has always 
been helpful in stimulating educational 
programs. Not only has it offered its 
offices and campus facilities, but it has 
also appointed a committee to give 
counsel and help in connection with the 
Graduate School program. Rutgers, 168 
years old, has a beautiful campus and 
splendid equipment. Its location makes 
it easily accessible by a number of 
transportation facilities. 

For those who satisfactorily complete 
the courses and examinations of the 
School, a diploma will be awarded at 
the expiration of two years, with six 
weeks of resident study and 20 months 
of extension work. Students who meet 
the requirements of the various courses 
but who do not seek to qualify for a 
diploma will receive credit cards for 
each course completed. 

Besides examinations in the various 
subjects during (CONTINUED ON PAGE55) 
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describing Recordak. 
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Court Decisions 


A DIGEST BY THE LEGAL DEPARTMENT 


LIFE INSURANCE TRUST 


HE court rejected the contention 

that although the proceeds of a 

life insurance policy would be ex- 
empt from the claims of the creditors 
of the insured if the beneficiaries were 
his wife and children, such creditors 
could claim the cash surrender value if 
the beneficiary were a bank receiving 
the proceeds as trustee for the wife and 
children. The court said that a life 
insurance trust “in most cases results in 
greater benefit to the wife and children 
of the insured than the usual plan of 
making the wife and children benefi- 
ciaries in the policy.” In re Phillips, 
7 Fed. Supp. 807. 


Co-INSURANCE CLAUSE; FIRE 
INSURANCE Poricy PAYABLE To 
First MORTGAGEE 


FULL protection to a first mortgagee 
as against a second mortgagee in con- 
nection with the proceeds of a fire 
insurance policy was given by the court 
in Pennsylvania Co. v. Ohio Farmers’ 
Ins. Co., 7 Fed. Supp. 701, affirmed in 
Ohio Farmers’ Ins. Co. v. Pennsylvania 
Co., 72 Fed. (2d) 370. 

What is ordinarily called the ‘‘Co- 
insurance Clause” was designated in 
the policy sued on as the “Reduced 
Rate Average (Contribution) Clause.” 
It read “. . . In the event of loss this 
company shall be liable for no greater 
proportion thereof than the amount 
hereby insured bears to . . . 80 per 
cent . . . of the actual cash value of 
the property described herein at the 
time when such loss shall happen. . . .” 

The insured property was worth 
$43,985. The policy with a mortgagee 
clause making the loss payable to the 
first mortgagee was for $30,000. A sec- 
ond policy in another company with a 
mortgagee clause making the loss pay- 
able to the second mortgagee was for 
$15,000. The insurance company con- 
ceded that it was liable for the full 
amount of the loss of some $20,000 
since the total insurance was more than 
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80 per cent of the value of the insured 
property but contended that the clause 
quoted above operated as between the 
first mortgagee and it and that its liabil- 
ity for the balance of the loss was to the 
second mortgagee. The court stated 
that it would have agreed to this con- 
tention, because of judicial precedents 
to this effect, were it not for the use of 
the words “Non-Contribution” in the 
heading of the mortgagee clause, which 
it held had to be construed in connec- 
tion with what was designated as the 
“Contribution” clause. A first mort- 
gagee may well insist on such specific 
language in the policy to the effect that 
it should not be affected by a co-insur- 
ance Clause that no judicial contest will 
be necessary to establish its non-appli- 
cation. 

A further holding was that the clause 
requiring a pro rating of the loss with 
other insurers did not apply to a mort- 
gagee protected by a mortgagee clause. 


MorTGAGE INDEBTEDNESS 


A MORTGAGE for a specific note and 
for “all other indebtedness which may 
be due at or before foreclosure”? was 
held not to include a prior note, with 
the observation that “antecedent debts 
may always be definitely stated.” 
“Where a mortgage is given to secure a 
specific debt named, the security will 
not be extended as to antecedent debts 
unless the instrument so provides and 
identifies those intended to be secured 
in clear terms, and, to be extended to 
cover debts subsequently incurred, 
these must be of the same class and so 
related to the primary debt secured 
that the assent of the mortgagor will be 
inferred. The reason is that mortgages, 
by the use of general terms, ought never 
to be so extended as to secure debts 
which the debtor did not contemplate.” 
Hendrickson v. Farmers’ Bank & Trust 
Co., 73 S. W. (2d) (Ark.) 725. This case 
may be suggestive in connection with 
collateral note forms. 


SALE OF COLLATERAL 


A BANKRUPTCY court enjoined a pledgee 
from selling stock after the pledgor 
became bankrupt. The court said: 


“Tf... there is pledged prop- 
erty which in reasonable expecta- 
tion may and probably will drop 
below the sum of the debt for which 
pledged and offers no reasonable 
expectation that it will yield any- 
thing for general creditors, the 
pledgee should be permitted to do 
the best he can with it. Indeed, if 
forbidding a sale may cause a loss 
to the pledgee or may result in a 
gain to general creditors, the court 
should not speculate at the risk of 
one creditor for the advantage of 
others. If, on the other hand, there 
is no reasonable expectation that 
deferring a sale will impose a loss 
upon the pledgee but there is a 
justified expectation that a sub- 
stantial sum may thus be realized 
for general creditors, the pledgee 
should not be permitted to sell.” 


The facts were peculiar. Although the 
stock was without market value and 
might not sell for $4,000, the amount of 
the pledge, its book value was $30,000; 
just compensation in a condemnation 
proceeding would be not less than $20,- 
000, and $14,000 would pay all creditors 
in full. The plan of the pledgor was to 
have the stock bought in by the pledgee 
for not more than the $4,000 obligation 
and then reclaim it by paying the $4,000 
obligation. In re Belber, 7 Fed. Supp. 
762. The granting of the injunction was 
affirmed in Grabosky v. Kephart, 72 
Fed. (2d) 542, with the statement that 
the pledgee ‘“‘can, by having a dividend 
declared on the cumulative preferred 
stock which the company is abundantly 
able to pay, allocate sufficient money 
to the bankrupt stock to pay the” 
pledgor’s “note in full.”” Such corpora- 
tion was controlled by the pledgee. 

In general, a pledgee cannot sell 
collateral (CONTINUED ON PAGE 48) 
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NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, December 31, 


RESOURCES 


CasH AND DuE From BANKS ........ 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED . 


STATE AND MuNICIPAL Sureurens MATURING WITHIN TWO YEARS 
OTHER STATE AND MUNICIPAL SECURITIES - . 
OTHER SECURITIES MATURING WITHIN TWO YEARS 
FEDERAL RESERVE BANK STOCK . 

OruHER Bonps AND SECURITIES 
Loans, Discounts AND BANKERS’ Accursancee 
Houses . 

Orner Estate . 

MortTGAGES . 

CusToMERs’ po 

OTHER ASSETS 


CapITAL—PREFERRED 
CapiTaLc—Common 
UnpivipepD Prorits 

RESERVE FOR CONTINGENCIES. . . 
RESERVE FOR TAxEs, INTEREST, ETC. 
. 

CERTIFIED AND s 
AccEPTANCES OuTSTANDING 

ITEMS IN TRANSIT WITH BRANCHES 
LIABILITY AS ENDORSER ON hociatamein: AND — BILLs 
OTHER LIABILITIES . 


1934 


$ 514,731,533.55 


503,434,803.19 
77 368,535.72 
31,687,069.16 
20,452,396.52 
8,160,000.00 
93,531 ,587.92 
651,069,766.03 
39,930,029.80 
1,640,384.50 
4,055,281.74 
41 436,541.55 
11,552,917.63 


$1,999,050,847.31 


$ 50,000,000.00 


100,270,000.00 
50,000,000.00 
18,839,363.44 
18,570,320.70 
1,216,435.32 
1,639,086,386.84 
70,705 ,988.03 
43,836,819.86 
886,813.77 
408,055.15 
5,230,664.20 


$1,999,050,847.31 


United States Government and other securities carried at $168,034,423.17 are pledged to secure 
public and trust deposits and for other purposes required by law. 


LIABILITIES 
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(CONTINUED FROM PAGE 46) 
without demanding payment from the 
pledgor and affording reasonable oppor- 
tunity to redeem. Waiver of such de- 
mand does not of itself constitute 
waiver of notice of sale, which in gen- 
eral is also required. Paine v. Jersey 
Central Power & Light Co., 174 Atl. 
(N. J. Sup.) 495. 

PLEDGEE; COMPROMISE; FORECLOSURE 
OF PLEDGED MORTGAGE 


One “holding commercial paper as 
collateral security cannot, except in 
perhaps very extreme cases, compro- 
mise with the maker of the collateral 
and surrender the same for less than the 
amount due thereon.” Statutory au- 
thority for a pledgee to sell a pledged 
mortgage does not preclude his collec- 
tion of it by foreclosure. Gables Racing 
Ass’n, Inc., v. Persky, 156 So. (Fla.) 
392. 


ForGEeED SAVINGS BANK WITHDRAWAL 
ORDER 


A savincs “bank will not be liable for 
having paid upon a forged draft unless 
negligence can be imputed to it, that is 
to say, unless the discrepancy between 
the signatures is so marked and plain 
that an ordinarily competent clerk, ex- 
ercising reasonable care, should detect 
the forgery.” “It would not be evidence 
of negligence if the difference. . 
would require a critical examination to 
detect it, and especially if the discrep- 
ancy was one as to which competent 
persons might honestly differ in opin- 
ion.” Bellantese v. Bronx Savings Bank, 
273 N. Y. S. 885. 

RELEASE OF SURETY BY EXTENSION 

OF TIME 


ConTRARY to the great weight of au- 
thority, the South Dakota Supreme 
Court held that a surety maker of a ne- 
gotiable note was discharged by an 
extension of time granted by the holder 
_ to the principal maker. Such extension 
resulted from taking a renewal note 
without the surety’s signature and hold- 
ing the old note as collateral, where the 
acceptance of the renewal note was not 
conditional on the consent of the surety. 
To avoid the discharge a reservation of 
the holder’s rights against the surety 
must constitute ‘a clear and express 
reservation of an immediate and con- 
tinuing right of action against the 
surety upon the original obligation.” 
The right actually reserved was to pro- 
ceed against the surety “at the ma- 
turity of the renewal note if payment 
was not then made.” This postponed or 
deferred right “is not enough.” Citi- 


48 


zens’ State Bank v. Rosenwald, 256 
N. W. (S. D.) 264. 

Consent by indorsers of note to “any 
extension” is limited to one extension; 
a second extension releases the indors- 
ers. Otherwise the maker and the holder 
could keep the indorsers liable for an 
indefinite time. A clause, however, pro- 
viding with reasonable certainty for an 
indefinite number of extensions will be 
binding on indorsers. Tuten v. Bowden, 
175 S. E. (S. C.) 510. 


INVESTMENTS BY TRUSTEE 


WHILE in general a trustee is not liable 
for loss on investments in good faith 
permitted by statute, such a statute 
“does not absolve the trustee entirely 
from exercising sound judgment and 
due discretion in making the invest- 
ments.” The court criticized the invest- 
ment of the entire fund in guaranteed 
mortgage participation certificates. 
They had not matured at the time for 
distribution and the court held that it 
could not require the distribution in 
such certificates instead of in cash. 
Failure of the trustee to convert the 
securities into cash or to render its ac- 
count to the court until some six months 
after the termination of the trust, in 
which period a great depreciation in 
value took place, rendered the trustee 
accountable. In re Jacobs’ Will, 273 
N. Y. S. 279. 

A trustee is limited to investments 
authorized by statute unless a wider dis- 
cretion is “manifested with utmost 
clearness.”’ Authority to buy real estate 
does not authorize investment in other 
non-legals. Equitable Trust Co. v. 
Snader, 174 Atl. (Del. Chan.) 132. 

A will vesting trustee with “untram- 
meled discretion” in investments does 
not authorize him to purchase property 
from himself individually. In re Peck’s 
Will, 273 N. Y. S. 552. 


BUSINESS JUDGMENT; FIDUCIARY 
oR Court 


SOME courts are reluctant to instruct 
fiduciaries in matters involving business 
judgment, such as the sale by an execu- 
tor of a mortgage at a large discount. 
The opportunity of a fiduciary to obtain 
intimate knowledge of the factors in- 
volved often places him “‘in far better 
position to reach a correct solution of 
the problem in hand.” If, for example, 
every compromise required the ap- 
proval of the surrogate’s court “one 
could conceive that in these times no 
surrogate could physically handle the 
work that might be presented to him.” 
In re Daly’s Estate, 273 N. Y. S. 276. 


TRUSTEE OF DEED oF TRUusT; 
PURCHASE AT FORECLOSURE 
AND NEW Mor TGAGE 


A TRUSTEE of a deed of trust of hotel 
property was held authorized to bid it 
in at foreclosure and to execute a new 
mortgage for foreclosure expenses, re- 
pairs, insurance premiums, taxes and 
incidental charges against the property. 
The trust instrument authorized the 
trustee to purchase the property, and 
after enumerating specific powers, gave 
it authority to “take such other steps as 
may be necessary and legal for the pro- 
tection of such bondholders.” The 
court, in view of the extreme deflation 
of Florida real estate values, considered 
it not only the right but also the duty of 
the trustee to purchase the property, 
and concluded that the execution of a 
new mortgage was necessary if the 
trustee did bid in the property. Courts 
differ in their readiness to construe trust 
instruments as authorizing the fiduciary 
to mortgage trust property. Smith v. 
Massachusetts Mut. Life Ins. Co., 156 
So. (Fla.) 498. 


ACCEPTING DRAFT FOR COLLECTION 
ITEM 


Tue Federal ruleis that, sincea collecting 
bank must collect in money, it accepts 
the check, draft, or credit of the debtor 
in payment at its own risk. In the par- 
ticular case a bank accepted a credit 
memorandum from the drawee of a 
cashier’s check. Hayes v. Tootle-Lacy 
Nat. Bank, 72 Fed. (2d) 429. The above 
rule may be affected by agreement or 
by statute. See standard form of bank 
collection agreement, Paton’s Digest, 
Opinion 1446, and Sections 9 and 10 of 
Bank Collection Code. 


AGENT’S CONFLICT OF 


INTEREST 


COLLECTION 


A BANK may be hindered in enforcing 
its own obligations by becoming an 
agent for collection. A bank acting as 
loaning and collecting agent was re- 
quired to apply a payment from the 
common debtor to the collection item 
rather than to indebtedness due it. 
McRae v. Farmers’ State Bank, 35 
Pac. (2d) (Wash.) 58. 


PRACTICE OF LAW 


STATE v. St. Louis Union Trust Co., 
74S. W. (2d) (Mo.) 348, deals in great 
detail with the practice of law by a 
trust company especially in connection 
with the drawing of wills and trust in- 
struments and the giving of legal ad- 
vice concerning them. 
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FARMERS DEPOSIT NATIONAL BANK 


OF PITTSBURGH, PENNSYLVANIA 
CAPITAL AND SuRPLUS TWELVE MILLION DOLLARS 


STATEMENT OF CONDITION, DECEMBER 31, 1934 


RESOURCES 


Cash on Hand and Due from Banks 
U.S. Government Securities 


$18,774.32 


50,391.21 


U.S. Government Bonds (To Sccure Circulation) , 


Other Bonds and Securities 
Loans and Discounts 


Anterest Accrued on Investments 
Bark Building 

Real Estate 

Acceptance Liabilities . 


2,406, 


$,013.743.06 


> 


$90,652,090.02 


LIABILITIES 


Demand Deposits 

Time Deposits 
U.S. Government Deposits (Secured) 
Municipal Dep ysits (Secured) 
Circulation 
Acceptance for Customers 

Reserves for Taxes. Interest, Etc. 
Capital . 

Surplus. . . 
Undivided Profits and Keserves 
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YEARS IN COMMERCIAL 


$41,573,058.18 
27,415,047.47 


929,484.94 $72,677,156.7 


2,858,901 


190,510 
6,000 000.00 
6,000.000.00 
2.918,145.09 14,918,145.09 
$90,652,090.02 
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THE WAY OUT 


Frequently, every banker is embarrassed 
by a request for a loan which he realizes 
isn’t profitable or suited to his method of 
operation .. . but which should be taken 
care of somehow because of other consid- 
erations. Too many headaches can be 


traced to loans of this type. 


Many commercial banks solve this prob- 


MORRIS PLAN 


lem by referring undesired, but not unde- 
sirable loan applications, to their local 


Morris Plan institutions. 


Morris Plan is fortunately able to handle 
such loans considerately, but without 
“entangling alliances”... strictly on 


their merits. 


BANKERS ASSOCIATION 


15 East FAYETTE STREET 


with which is affiliated the Industrial Bankers Association, Inc. 


BALTIMORE, MARYLAND 


This series of advertisements is sponsored by Morris Plan institutions in the following cities: 
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Credit Self Control 


By FREDERICK W. JONES 


the writer showed the effects, under 

present abnormal conditions, of 
basing reserves on the velocity of de- 
posits. To follow the plan as presented 
in 1931 would inctease excess reserves 
through a reduction in reserve require- 
ments, since the velocity at present is at 
a low ebb. Reserve requirements would 
remain below those imposed by the 
present system until greater activity of 
deposits increased them. 

It was also pointed out why the Fed- 
eral Reserve Board feels that the flex- 
ibility afforded in the Thomas amend- 
ment would be necessary under any 
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such plan as that proposed, while at the 
same time a substantial rise in rates 
might have a harmful effect on indi- 
vidual banks with normally active 
accounts. 

The task here is that of inquiring into 
the general merits of any plan for mak- 
ing the total volume of debits to deposit 
accounts the governing factor in the 
computation of legally required reserves 
of member banks. How would such a 
plan work in ordinary or normal cir- 
cumstances? To begin where logically 
we should end, we find that (1) though 
apparently possessing certain merits in 
specified circumstances the plan of the 
Committee on Bank Reserves of the 
Federal Reserve System published in 
1931 has some serious shortcomings, 
(2) no body of experience exists at 
present either in this country or else- 
where to furnish a dependable guide in 
the revision of this particular scheme to 
eliminate these defects, or for that mat- 
ter to supply convincing evidence that 
such imperfections can in the nature of 
the case be fully removed, and there- 


_ fore (3) the most advisable course 


would seem to be that of fixing upper 
and lower limits beyond which required 
reserves computed in the way suggested 
would not be permitted to go, such 
limits to be computed upon the basis of 
the deposit volume. 

Legislation establishing the new sys- 
tem could, for example, be made to pro- 
vide that in no case would required re- 
serves be permitted to fall below those 
required under the present system, or, 
better still, below an amount deter- 
mined by applying the present rates on 
demand deposits to all deposits of the 
bank whether time or demand, and at 
the same time, as is actually suggested 
by the Reserve Committee, to provide 
that they shall never exceed some fixed 
figure, say 15 per cent of gross deposits. 

Such a system would in a few years 


EX-GOVERNOR MEYER 


Mr. Meyer occupied a prominent place 
in the development of discussion on the 
‘velocity’? principle. A conference of 
Reserve governors in December 1929 
determined to initiate a study of reserve 
requirements that would be on a *““more 
logical’’ and “‘effective basis’’. Governor 
Meyer appointed a committee to make 
the study 


provide a body of experience upon 
which a much clearer judgment of the 
merits of the general principle of using 
velocity of deposits for reserve purposes 
would be possible, and it would also 
protect us against unexpected trouble 
with any untried and not fully explored 
new system of the sort proposed. 
According to its authors, the 1931 
velocity of deposits system, if in effect 
during 1924 and 1925, would, through- 
out, have required smaller reserves than 
were actually required under the pres- 
ent system. The difference during the 
first of the two years is substantial. 
During 1926 the new system would have 
given very nearly the same results. Dur- 
ing 1927 the new system would have 
required rather inconsequentially higher 
reserve balances. During practically all 
of 1928 the new system would have re- 
quired substantially higher reserve bal- 
ances, while during 1929, particularly at 
the turn of the year and at the time of 
the crisis in the Autumn, the additional 
reserves required would have been large. 
Turning to the bank statements we 
find that during 1924 and 1925 individ- 
ual deposits of member banks rose from 
$23,800,000,000 to $28,500,000,000, and 
loans and investments from $26,700,- 
000,000 to $31,200,000,000. During the 
following two years individual deposits 
rose from $28,500,000,000 to $30,900,- 
000,000 and loans and investments from 
$31,200,000,000 to $34,700,000,000. By 
the end of the latter year expansion as 
measured by individual deposits or 
loans and discounts had very nearly 
reached the peak for the whole boom 
period. There was some further enlarge- 
ment of these items during the next two 
years, but the amount was not great, 
individual deposits on October 4, 1929, 
amounting to $31,300,000,000 and loans 
and investments to $35,900,000,000. 
From these facts we may generalize 
as follows. The proposed system of re- 
serves requirements would have made it 
harder, not easier, for the authorities to 
control the large expansion of bank 
credit during 1924 and 1925. It would 
have given them neither more nor less 
opportunity to be effective during 1926 
and would have been but mildly helpful 
in 1927, in both of which years the 
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expansion of credit was continuing at an 
extraordinary rate. During the last two 
years of the boom period, in which, as 
has been seen, little further expansion 
occurred, it would have substantially 
enlarged the hold of the Reserve au- 
thorities upon member banks, since by 
it they would have been obliged either 
to reduce outstanding credit (assuming 
a continuation, under such conditions, 
of the actual increase in velocity) or 
build up their reserves at the Reserve 
banks. 

The question is, then: When ought 
the brakes to have been applied? When 
the banks were rapidly enlarging the 
volume of credit extended, or only later 
after the volume of outstanding credit 
had nearly reached its peak and the 
velocity of deposits long ago created 
became exceptionally high, making it 
possible for security prices to rise to 
absurd levels? Although there is no 
definite statement to that effect in their 
report, the originators of the velocity- 
of-deposits plan of reserves, and the 
Federal Reserve Board in defending it, 
seem throughout to assume that there 
was no occasion for the central banking 
authorities to intervene prior to about 
the beginning of 1928. In other words 
their theory seems to be that it is only 
the excessive speculation that followed 
the expansion of credit, and according 
to the more orthodox economists re- 
sulted from it, that is to be combatted 
by central bank authorities. 

The present writer holds orthodox 
views on the subject. He believes it un- 
wise to permit such expansion of credit 
as occurred between 1923 and 1928, 
involving as is almost inevitably the 
case in such circumstances the acquire- 
ment by the banks of slow and non- 
liquid assets. He does not think it well 
to wait until some later date, when the 
deposits thus created become exces- 
sively active, to attempt to put on the 
brakes. If this view of the matter is ac- 
cepted the question is then very def- 
initely raised as to whether there is not 
some available means of modifying or 
amending the 1931 plan in order that it 
may retain its sound features or princi- 
ples and yet at least not interfere with 
the work of those charged with control 
of credit during the earlier stages of 
such a period as that of the decade of 
the 1920's. 

The general idea of having the veloc- 
ity of deposits play a part in determin- 
ing required reserves appears to have 
certain advantages at particular times. 
It is still a debated question whether 
and to what extent mere activity in in- 
dustry and trade results in an increase 
in the velocity of deposits, but it is gen- 
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THE COMMITTEE’S EXECUTIVE SECRETARY 


Winfield W. Riefler, now head of the Central Statistical Board, was 
then a Reserve Board statistician. The report of the committee on 
which he served said: ‘‘In the opinion of the committee, our present 
system of legal requirements for member bank reserves has never 


functioned effectively since its inception in 1914. . 


Itis essential for 


the exercise of a sound control that legal requirements differentiate in 
operation between highly active deposits and deposits . . . less active” 


erally agreed that active security specu- 
lation markedly increases the velocity 
of deposits. A system that makes in- 
telligent use of velocity of deposits in 
reserve computation therefore appar- 
ently would strengthen the hands of the 
authorities at the onset of a period of 
such excessive speculation. One sugges- 
tion often made for this purpose is that 
of raising the rate at which activity is 
required to be translated into reserve 
requirements. That is to say, instead of 
requiring the banks to carry as reserves 
an amount equal to 50 per cent of total 
debits to deposit accounts, require them 
to carry 60 or 70 or whatever figure is 
required in order that central bank con- 
trol of the situation in the earlier, 
quieter period, when bank credit is 
rapidly expanding, would not be weak- 
ened unduly. 

There are some objections to such a 
plan, however. In the first place it would 
be necessary to give very careful 
thought to what would happen under 
such an arrangement when deposits do 
tend to become exceptionally active, 
particularly during periods of panic. The 
figures of the Reserve committee show 
that the proposed system would be 
quite rigorous at critical periods such as 
that developing in the Autumn of 1929. 
Dr. Anderson in a Chase Economic Bul- 
letin published in the Spring of 1932 


points to this fact, and apparently with 
good reason, as one of the hazards of 
such a system. A rate high enough to 
work well in stagnant periods or during 
periods of expansion prior to specula- 
tive excesses might be unduly restrictive 
of normal business later. 

But another important practical diffi- 
culty is also encountered. There is no 
way of knowing precisely what rates 
ought to be applied or precisely how any 
chosen rate would work in the various 
situations that arise from time to time 
in banking. Neither in this country nor 
anywhere else in the world has any 
such system been given a trial. 

Estimates of the results of the new 
system presuppose, necessarily, that it 
would not in practical operation gen- 
erate new forces which would make 
figures compiled under the old régime 
untrustworthy guides. In other words, 
what is proposed here is a new and un- 
tried plan in its very essence. How it 
would work, or how certain modifica- 
tions of it would work, simply cannot be 
known completely until such time as 
actual experience has provided the 
information. For this reason it was 
suggested earlier that the plan in its 
general aspects be instituted for an 
experimental period, but only under 
definite safeguards designed on the 
basis of tested experience. 
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IRVING 
Trust Company 


NEW YORK 


CHARTER MEMBER NEW YORK CLEARING HOUSE ASSOCIATION, OCTOBER 4, 1853 


Statement of Condition as of December 31,1934 


ASSETS 
Cash on Hand, and Due from Federal Reserve Bank and Other 


(including those pledged to secure deposits of public monies 
of $46,161,450.30) 


Securities Guaranteed by U.S.Government . . . . 1§,051,180.60 
Call Loans and AcceptancesofOther Banks . . 30,112,124.38 
Time Loansto Brokers . . «© «© «© «© «©  245452,500.00 
Other Loansand Discounts. . . . . . « « 100,138,546.62 
Stockin Federal Reserve Bank. . . . . 34.50,000.00 
State, County and Municipal Securities . . . . . . . 12,661,504.05 
Liability of Customers for Acceptances . . . . 45993,428.46 
Accrued Income, Accounts Receivable,etc. . . . . 3489, 546.32 


$609,847,130-79 
LIABILITIES 


Deposits . . « « «© « « «+ «© 


559245342.73 
Reserve for Taxes, UnearnedIncome,etc. . . . . 1,097,670.03 


CapitalStock . . «© «+ $§0,000,000.00 
SurplusFund .... « « « «© « « 
Undivided Profits . . . « « 2,819,839.86 107,819,839.86 
Reserve for Contingencies . . . 8,489,048.84 


$609,847,130.79 
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York Safe 


PROVIDENT 
INSTITUTION 
for SAVINGS 


BOSTON, MASS. 


This famous Bank chooses 
YORK Equipment for its 
new building, shown oppo- 
site. 


and Loek Co. 


a the past few years the num- 
ber of -bank robberies has grown at an 
alarming rate. 


No bank, whatever its geographical loca- 
tion, is immune from attack. Daylight hold- 
ups have occurred as easily in the metro- 
politan areas as well as in smaller banks in 
the middle west. Most banks have protec- 
tive equipment of one sort or another. All 
banks should now give even more serious 
consideration to the matter of adequate 
protection. We believe the York Safe & 
Lock Company can be helpful to you. 


WRITE US 


James Purdon Architect 


Walter R. Whiting 
Aberthaw Company Builders 


Consulting Engineer 


YORK SAFE AND LOCK CO. 


e YORK, PENNSYLVANIA e 


MANUFACTURERS AND BUILDERS OF THE WORLD’S GREATEST VAULTS 


POTTSVILLE 
ST. LOUIS 
SAN FRANCISCO 
NEW HAVEN 
HOUSTON 
CHICAGO 


NEW YORK 
BALTIMORE 
BOSTON 
PHILADELPHIA 
SEATTLE 


DETROIT 
CLEVELAND 
WASHINGTON 
LOS ANGELES 
PITTSBURGH 
MONTREAL 


HONOLULU 
PARIS 
HAVANA 
TOKYO 
SHANGHAI 


FIRE AND BURGLAR PROOF SAFES AND CHESTS 
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The Graduate School of Banking 


(CONTINUED FROM PAGE 44) 

the diploma course, the candidates for 
the diploma of the Graduate School of 
Banking at the completion of the resi- 
dent and extension work will be given 
a comprehensive oral examination be- 
fore a panel of faculty members made 
up of Government and banking authori- 
ties, university instructors, and in- 
structors recruited from banks. The 
objective of the oral examination will be 
to determine the fitness of the candidate 
from the standpoint of his ethical, so- 
cial and economic conceptions of bank- 
ing, not covered in the written tests, to 
receive his diploma. The written exami- 
nations will be confined largely to the 
technical aspects of the courses. 

In 1925 the American Bankers Asso- 
ciation celebrated the 50th anniversary 
of its founding by the establishment of 
the Educational Foundation of the 
American Bankers Association with a 
fund of $500,000. Through this fund, 
the Association has helped students in 
112 colleges and universities to com- 
plete their courses for degrees by the 
granting of loan scholarships to prop- 
erly qualified applicants. 

In order to encourage the idea of the 
Graduate School of Banking, the trus- 
tees of the Educational Foundation 
have set aside the income from $250,000 
of the endowment to offer 100 loan 
scholarships of $150 each to properly 
qualified students who may apply for 
such loans before April 15, 1935. 

Students of the resident session of the 
Graduate School of Banking will be 
provided with living accommodations 
in Rutgers University dormitories and 
dining halls. 

The administrative officers of the 
School will be: John H. Puelicher, 
Chairman of the Board of Regents of 
the Graduate School of Banking; Dr. 
Harold Stonier, Director of the Gradu- 
ate School of Banking; Dr. Eugene E. 
Agger, Rutgers University, Associate 
Director of the Graduate School of 
Banking; Richard W. Hill, Registrar 
of the Graduate School of Banking; and 
Norman Miller, Rutgers University, 
Associate Registrar of the Graduate 
School of Banking. 

Establishment of the School consti- 
tutes a logical step in the growth of edu- 
cation for banking in the United States. 
The first step taken by the American 
Bankers Association in this direction 
dates back 45 years when a committee 
was appointed to encourage bankers 
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and business men to help institutions 
of higher education establish schools of 
commerce and finance. At that time the 
country had only one such school, the 
Wharton School of Finance, operated 
in connection with the University of 
Pennsylvania. 

The committee sent a representative 
abroad to survey what was being done 
in European countries, and the report 
revealed that the United States lagged 
far behind many others in offering ad- 
vanced education in banking and busi- 
ness. Eventually, the committee was 
helpful in organizing several schools 
similar to the Wharton School. 

As these institutions developed it 
became apparent that comparatively 
few young men were going to college 
and that steps should be taken to af- 
ford training for those who could give 
only part time to their studies. A few 
universities began offering extension 
courses in various subjects, although 
courses in banking were very limited in 


number and the number of persons 
reached was small. One result was that 
ambitious bank clerks in various cities 
began organizing themselves into classes 
to study banking. Their work was quite 
informal and the need for educational 
direction on a more organized basis 
soon became apparent. 

The American Bankers Association 
at its Richmond Convention in 1900 
appropriated a sum of money to help 
unite these classes in a national program 
under the name American Institute of 
Bank Clerks, which was later changed 
to the American Institute of Banking. 
Its purposes were to stimulate study 
by adults engaged in the banking busi- 
ness, to lend a spirit of national unity 
to the work, and to assist in directing 
the courses. 

Studies were outlined in three sub- 
jects—practical banking, commercial 
law and political economy. From year 
to year the scope and services of the 
Institute grew, and today its curriculum 
embraces 17 subjects which are being 
taught to more than 33,000 students 
divided into 229 local chapters. The In- 
stitute now, after more than three 
decades, has 22,000 alumni. 


Joint Business-Banker Meetings 


To the Editor: 

HEE is an idea being successfully 
carried out in Oregon which we 

offer for use elsewhere. 

It has not been uncommon in the 
past for the boards of directors, and 
probably an occasional business or pro- 
fessional man who was a stockholder, 
to meet with local or district bankers’ 
associations. It has not been customary, 
however, for bankers to invite their 
chamber of commerce or some other 
local group to meet with them when 
they discussed some of their own prob- 
lems. If that was out of the ordinary, 
what about the chamber of commerce, 
in a town where one bank closed and the 
other operated on a restricted with- 
drawal basis for more than a year be- 
fore reorganization, that invited its 
county bankers’ association to meet 
with the members so they could better 
understand the bankers’ point of view? 

Ten days after I returned from the 
A.B.A. Convention in Washington I 
addressed the weekly luncheon of the 
Portland Realty Board. I reviewed 
only those discussions in which the 
members as business men were con- 
cerned. They, as realtors, were inter- 


ested in the Frazier-Lemke Act and how 
it was enacted. They, as depositors and 
borrowers, could not help but be af- 
fected should a central bank for control 
of credit become a reality. 

A résumé of that part of the conven- 
tion concerning each individual group, 
together with certain parts of interest to 
everyone, has been used by the under- 
signed before a number of business and 
professional groups, exclusive of bank- 
ers’ meetings. 

We have spread the story of the Con- 
vention from one end of this state to the 
other among bankers’ groups, luncheon 
clubs and chambers of commerce, until 
now the requests are coming to meet 
with and tell the story of banking to 
groups of county bankers’ associations 
meeting with local business and pro- 
fessional men. 

The reselling of banking to the pub- 
lic, cultivation of good will, or call it 
something else if you will, is the biggest 
piece of work American bankers have 
before them. No one is going to do it 
for us. 

THEODORE P. CRAMER JR. 
Secretary, Oregon Bankers Association, 
Portland, Oregon 
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Events and Information 


Savings Conference 


j pe annual Eastern Savings Con- 
ference, sponsored by the Savings 
Division, American Bankers Associa- 
tion, will be held at the Waldorf-As- 
toria Hotel, New York City, March 7 
and 8, 1935. The territory included in 
the conference area comprises the New 
England states, the Middle Atlantic 
states, Virginia and West Virginia. 

The program will deal with situations 
affecting the security of bank invest- 
ments. More than usual interest cen- 
ters in the Conference this year because 
of the importance of the subjects to be 
presented. The annual dinner will be 
held on the evening of Thursday, 
March 7. 

Members of the Executive Commit- 
tee, Savings Division, resident in this 
territory are Philip A. Benson, president 
of the Dime Savings Bank of Brooklyn, 
Brooklyn, New York; William J. Lum, 
secretary-treasurer, Dime Savings Bank 
of Wallingford, Wallingford, Connecti- 
cut; Levi P. Smith, vice-president of 
the Burlington Savings Bank, Burling- 
ton, Vermont; Henry S. Sherman, 
president, Society for Savings, Cleve- 
land, Ohio; and E. K. Woodworth, 
president, New Hampshire Savings 
Bank, Concord, New Hampshire. 
T. J. Caldwell, vice-president of the 
Union National Bank, Houston, Texas, 
is President and Philip A. Benson 
is Vice-President of the Savings Di- 
vision. 


Export-Import 


THE American Bankers Association 
Advisory Committee to the Export- 
Import Banks is actively supporting the 
program of the banks for assisting 
American business firms which have 
“blocked” accounts abroad. 

Robert F. Maddox of Atlanta, Geor- 
gia, Chairman of the Committee, has 
sent to all Association member banks a 
copy of the questionnaire circulated by 
the Second Export-Import Bank of 
Washington, D. C., among 22,000 ex- 
porters in the United States. This ma- 
terial has gone to the commercial bank- 
ing institutions for the purpose of ac- 
quainting them with what is being done 
in regard to “blocked” balances, and 
supplements other activities of the Com- 
mittee in its program of cooperation with 
the Export-Import Bank authorities. 
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Banks were not asked to answer the 
questionnaire, but to familiarize them- 
selves with it so that they could discuss 
the services afforded by the foreign 
trade banks with customers who call for 
information and advice. 

The questionnaire requested definite 
data on the volume of “ blocked’”’ Amer- 
ican balances held abroad. Specifically, 
the material desired was defined as “‘in- 
formation on the volume of foreign cur- 
rencies owned by American citizens and 
deposited or otherwise held abroad for 
their own account, whose remittance to 
the United States has been ‘blocked’ or 
has been deferred more than 90 days by 
reason of exchange controls or other 
similar restrictions.” 

The circular called attention to the 
fact that consultations in connection 
with the bank’s services might be had 
either with members of the American 
Bankers Association Committee, who 
are located in each Federal Reserve dis- 
trict, or with members of the special 
committee representing the foreign 
trade associations. 

Numerous bankers and business men 
have expressed an interest in the article 


“Our Foreign Trade Objectives,” by 
George N. Peek, President of the Sec- 
ond Export-Import Bank, published in 
the January issue of BANKING. In this 
article Mr. Peek discussed the function 
of these specialized Federal banking 
institutions. 


Trust Conference 


LEADING trust executives from all 
parts of the country will meet in New 
York City on February 12, 13 and 14 
for the Sixteenth Annual Mid-Winter 
Trust Conference of the American 
Bankers Association Trust Division, to 
be held at the Waldorf-Astoria. 

The Conference opens Tuesday morn- 
ing, February 12, with the address of 
Leon M. Little, President of the Divi- 
sion, and vice-president of the New 
England Trust Company, Boston, Mas- 
sachusetts. 

Tuesday afternoon will be given over 
to round table discussions on three 
topics: “Real Estate Acquired by Fore- 
closure,” “Operating Efficiency,” and 
“Responsibilities and Liabilities.” 

L. E. Birdzell, general counsel of the 
Federal Deposit Insurance Corpora- 
tion, will open the Wednesday morning 
meeting with an address on “ Federal 
Insurance of Trust Deposits.” 
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37th Annual Statement, December 31, 1934 


MARYLAND CASUALTY COMPANY 
Baltimore 


Cash in Banks and Offices $ 1,990,690.80 
U. S. Government and Government Guaranteed Obligations* 9,768,019.75 
Other Bonds and Stocks* 12,920,871.44 
4,382,055.69 
Less premiums due more than ninety days 391,695.22 3,990,360.47 
Real Estate 
Home Office Buildings 2,545,735.42 
Philadelphia Office Buildings 761,839.34 
153,758.96 3,461,333.72 
First Mortgages on Real Estate ni 1,116,645.67 
Collateral Loans 439,791.93 
Reinsured Losses due from Other Companies 460,345.79 
Salvage Recoverable 750,137.56 
Interest Accrued 51,893.17 


$34,950,090.30 


Reserve for Unearned Premiums $ 8,952,904.22 
Reserve for Unpaid Claims, Adjusted and Unadjusted 15,650,390.34 
Reserve for Commissions 807,874.03 
Reserve for Expenses and Taxes 516,593.22 
Reserve for Reinsurance unauthorized 51,506.82 
Real Estate Depreciation 683,788.56 
Funds held under Reinsurance Treaties 186,249.03 
Partial Payments received on Unissued Preferred Stock 251,021.68 
Reserve for Accumulated Dividends on Preferred Stock 341,666.67 
Special Voluntary Reserve 600,000.00 
Capital: 

lst Convertible Preferred Stock Series A** 

Ist Convertible Preferred Stock Series B** 

Junior Convertible Preferred Series B Stock} 137,408.00 

Common Stock 508,792.00 
Surplus 4,261,895.73 
SURPLUS TO POLICYHOLDERS 6,908,095.73 

$34,950,090.30 


Securities carried at $2,598,894.52 in the above Statement are deposited with various governmental 

departments to comply with insurance laws. 

* Amortized values on bonds amortizable in accordance with Resolution adopted by the National Convention of Insurance Com- 
missioners December, 1934; market values on all other bonds and stocks, except those of wholly-owned subsidiaries, which 
latter are carried at appraised or market values of underlying assets. 

First Convertible Preferred Stock, Series A, represents one million shares, $1.00 par, issued at $10.00 per share and redeemable 
at the option of the Company at the same price and entitled to diviaends at the rate of 50 cents per share per annum. First 
Convertible Preferred Stock, Series B, represents one million shares, $1.00 par, issued at $7.50 per share and redeemable at the 
option of the Company at the same price and entitled to dividends at the rate of 37% cents per share per annum. 

299,343 shares of Junior Convertible Preferred Series A and B Stock have been subscribed for at $2.00 per share, of which 137,408 
shares of Series B Stock have been paid for in full and issued. This stock has a par value of $1.00, is issued or subscribed for 
at $2.00 per share and is retirable at the option of the Company at the same price and is entitled to dividends at the rate of 12 
cents per share. 


Total Claims Paid Sinee Organization $289,421,.450.85 
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ASSETS 
LIABILITIES 


Strength 
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ORGANIZED 1853 


FIRE 
MARINE 
AUTOMOBILE 
WINDSTORM 


RIOT AND CIVIL 
COMMOTION 


and 


allied lines of 
Insurance 


DIRECTORS 


JOHN CLAFLIN 
LEWIS L. CLARKE 
WILLIAM S, GRAY 
CHARLES L. TYNER 
CHARLES G. MEYER 
WILLIAM L. DE BOST 
WILFRED KURTH 
EDWIN A, BAYLES 
GORDON S. RENTSCHLER 
ROBERT GOELET 
HERBERT P. HOWELL 
MORTIMER N, BUCKNER 
FRANK E. PARKHURST 
GEORGE McANENY 


RD SEMI-ANNUAL 


STATEMENT 


DECEMBER 31, 1934 


ASSETS 
Cash in Banks and Trust Companies. $12,982,714.57 


United States Government, State, 
County and Municipal Bonds... 12,772,811.24 


Other Bonds and Stocks 54,754,938.07 


Premiums uncollected, less than 90 
days due 9,367,676.76 


Accrued Interest 369,749.00 
Other Admitted Assets 752,125.00 
$91,000,014.64 


LIABILITIES 


Capital Stock $12,000,000.007 
Reserve for Unearned Premiums... 35,757,663.00 
Reserve for Losses 4,844,858.00 
Reserve for Unpaid Reinsurance. . . 812,172.30 
Reserve for Taxes and Accounts-.. 1,400,000.00 
NET SURPLUS 36,185,321.34t 
$91,000,014.64 


NOTE--On the basis of December 31, 1934 market quotations for al! Bonds and 
Stocks owned, the total admitted Assets would be increased to $91,130,121.33 
and the net Surplus to $36,315,428.03. Securities carried at $2,569,823.00 
and cash $50,000.00 in the above statement are deposited as required by law. 


SURPLUS AS REGARDS POLICY-HOLDERS, 
$48,185,321.34} 
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The Real Estate 
Behind Trust Mortgages 


S diverse as they have been bewil- 
A dering, the outgrowths of real 
estate inflation have deeply af- 
fected, perhaps completely altered, the 
principles of trust investment regarded 
by corporate fiduciaries, prior to 1930, 
as well nigh infallible. 

Real property, nevertheless, rather 
than personal property, continues pre- 
eminent as the most desirable underlier 
for securities employed as trust invest- 
ments. Ultimate safety of principal, the 
sine qua non of trust investment, re- 
quires assets secured by property of the 
greatest possible stability. Dare even 
the most visionary deny that real es- 
tate, as contrasted even to governmen- 
tal credit, remains the basic form of 
wealth, ultimately dependable as it is 
tangible? 

Granted the desirability of real es- 
tate as security for trust investments, 
the trust company must determine an 
equitable method of segregating real 
estate investments to the various es- 
tates for which it acts as fiduciary. 
It is imperative, therefore, that trust 
officers and governmental authorities 
pause alike, in the light of recent devel- 
opments, to examine the modern trust 
company’s methods of investment in 
real estate securities for trust estates. 

Most trust department statements 
reveal a preponderance of mortgages in 
the asset items, but in few cases do they 
depict the manner in which these mort- 
gages are apportioned to the various 
estates. Nor does proper accounting 
require that the statement supply such 
information. Yet the subsidiary records 
should show clearly the definite segre- 
gation of trust assets; the clear designa- 
tion of specific assets as belonging to 
respective estates is the essence of cor- 
rect trust accounting. 

The early trust companies accom- 
plished this by setting over, to separate 
estates, mortgages in their entireties. 
These mortgages were either assigned 
of record to the institutions in their 
fiduciary capacities for the respective 
estates, or were accompanied by declara- 
tions of trust to show their true status; 
the trust companies retained, in the 
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By C. H. ZIMMERMAN 


Secretary, Department of Banking, 
State of Pennsylvania 


latter cases, their positions as ordinary 
mortgagees or assignees of record. 

When an increase in fiduciary activi- 
ties caused great difficulty in obtaining 
mortgages of the desired amounts for 
investment of funds of separate trusts, 
the system of direct participation, 
still in effect in many trust companies, 
was inaugurated. In this procedure 
mortgages are drawn directly to the 
trust company as mortgagee. Each 
mortgage is accompanied by a declara- 
tion of trust, which sets forth the names 
of the several estates participating in 
that particular mortgage, together with 
the amounts of the respective partici- 
pations. 

Still later, the mortgage pool, a 
principle entirely new in mortgage 
investment, was evolved. Its point of 
greatest similarity to the method of 
direct participation is the drawing of all 
mortgages to the trust company as 
mortgagee. Each mortgage is accom- 
panied by a declaration of trust which, 
however, does not specify particular 
estates to which direct participations 
have been sold, but states that the 
mortgage which it accompanies belongs 
to a general trust fund of mortgages. 
Interests are allotted to the several 
estates against the group of mortgages 
as a whole. 

To discern the properties and possi- 
bilities of the mortgage pool, let us 
assume that each trust, funds of which 
have been invested in the pool, enjoys 
a pro rata interest in every mortgage in 
the pool. This pro rata interest would 
then bear the same ratio to the unpaid 


The author will write further on 
this subject in the March issue of 
BANKING. 


principal balance of each pooled mort- 
gage as the amount of funds of the 
respective trusts invested in the pool 
bears to the total of the pool. Such an 
assumption allows for the most thorough 
understanding of the mortgage pool in 
theory and practice, legal theories and 
existing statutes notwithstanding. Con- 
versely, the banking code of Pennsyl- 
vania says in part concerning mortgage 
pools for the investment of trust funds: 

“Such bank and trust company or 
such trust company shall designate 
clearly upon its records the names of 
the estates on behalf of which such 
bank and trust company or trust com- 
pany as fiduciary owns a fractional 
undivided interest in such pool or fund, 
and the extent of the interest of the 
estate therein. No such estate shall be 
deemed to have individual ownership 
of any bond or other security in such 
pool or fund, but shall be deemed to 
have an undivided interest in the en- 
tire pool or fund.” 

Obviously, the total amount of par- 
ticipations in the pool, apportioned to 
trust estates, cannot conveniently equal 
the total of the pool at all times. The 
requisite variable element is a bank- 
owned equity in the pool, ordinarily 
reflected on statements of the trust 
department as a separate liability, and 
as a separate asset on statements of the 
commercial department of the bank. 

No principle of trust investment has 
so rapidly attained widespread popu- 
larity, especially with comparatively 
small trust companies, as did the 
mortgage pool. An evident saving of 
accounting entries argued for its adop- 
tion during a period when the number 
and complexity of fiduciary activities 
was increasing by leaps and bounds. 
Copyrighted systems of trust account- 
img, based on this principle, were 
marketed in great numbers; bank su- 
pervisory authorities recommended, in 
some cases unofficially, the adoption of 
this procedure in trust administration. 

The selling points in this promotion 
were (1) the possibility of diversification 
of risk, even in the case of very small 
guardianships; (CONTINUED ON PAGE 64) 
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CONDENSED STATEMENT OF CONDITION 


December 31, 1934 


Che 


Cleveland 


Crust Company 


Located at Euclid Avenue and East 9th Street and in 
Community Centers throughout Greater Cleveland and nearby 


Assets 


Cash on Hand and in Banks 

United States Government Bonds and Cer- 
tificates, including other obligations fully 
guaranteed by U. S. Government ° 

State, Municipal and Other Bonds and In- 
vestments, including Stock in Federal 
Reserve Bank, less Reserves ; 

Loans, Discounts and Advances, less Reserves 

Banking Premises 

Other Real Estate 

Interest and Earnings Other 
Resources, Advance for 
Insurance 

Customers’ Liability on | Acceptances Exe- 
cuted by this Bank , 


Total 
Liabilities 


Capital Notes . $15,000,000.00 


(Subordinated to Deposits and 
other Liabilities) 


Capital Stock . 
Surplus and Undivided 
Profits 


13,800,000.00 


3,020,055.13 


Reserves for Taxes, Interest, etc. 
DEPOSITS 
Demand . 
Time. ‘ 
Cash Balances of Estates 
and Corporate Trust De- 
partments (Preferred) . 


$108,307,391.71 
139,812,958.44 


15,510,020.58 


Other Liabilities . 
Acceptances Executed for 


$ 64,099,693.47 


57,096,668.92 


16,869,389.52 
141,841,140.97 
6,296,547.57 
6,564,292.19 


4,344,099.54 


42,117.55 


$297 153,949.73 


$31,820,055.13 
1,139,405.74 


$263,630,370.73 
522,000.58 
42,117.55 


$297 ,153,949.73 


Member 
Federal Reserve System 


Member Cleveland 
Clearing House Association 


Modernization 


Loans 


peer generally have found that the 
handling of home modernization 
loans is a comparatively simple matter. 
Bookkeeping and administrative pro- 
cedure differ as to detail, but, on the 
whole, banking institutions which are 
extending this form of credit have prob- 
ably found that the work involved is 
light and the expense moderate. 

Some banks report that the cost of 
making each loan is approximately 75 
cents. By far the larger proportion of 
this total is the credit agency’s charge 
for investigation and rating of appli- 
cants. The remainder represents the 
cost of ledger cards, stationery, note 
form and other routine expenditure in 
connection with loan mechanics. 

Many banks have found it unneces- 
sary to assign one person exclusively to 
modernization loans. 

“We are all on salary and must be on 
duty at the bank whether we’re inter- 
viewing applicants or tending to other 
business,” said an officer of one bank 
which is finding the modernization busi- 
ness profitable. “On many days we 
spend not more than ten or fifteen 
minutes on these loans. 

“Tt happens that our applicants are 
mostly customers of the bank, which 
means that we know their financial 
background and are not obliged to get a 
credit agency rating, thus saving time 
and expense.” 

Out of the experience which banks 
have thus far had with loans under 
Title I of the National Housing Act it is 
possible to draw a few general conclu- 
sions. Among them might be listed: 

New business, in the form of savings 
accounts, safe deposit rentals and check- 
ing accounts, has been developed 
through contacts with home loan appli- 
cants. 

It is helpful to canvass local contrac- 
tors, inviting them to refer their custom- 
ers to the bank for credit. 

Word-of-mouth advertising, spread 
by satisfied customers, is perhaps the 
best avenue to new business. 

A much greater volume of business 
can be handled by the existing simple 
machinery. 

Newspaper advertising and the sales- 
manship of local building material, 
equipment and contracting firms bring 
in business. 

“Late charges” are means to prompt 
payment rather than operating profit. 
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2—FUTURE PROTECTION 


The COMMERCIAL UNION 
GROUP has withstood the shocks 
of conflagrations and commercial 
recessions—all these have come 
and gone and still the name and 
organization carries on because it 
stands for the true ideal of protec- 
tion. Its financial exhibit gives 
assurance of its firm establishment 
as a lasting, representative organi- 
zation, ably fortified to meet all 
future obligations. 


COMMERCIAL UNION ASSURANCE COMPANY, LIMITED | 
THE OCEAN ACCIDENT AND GUARANTEE CORPORATION, LIMITED. 
AMERICAN CENTRAL INSURANCE COMPANY 
COLUMBIA CASUALTY COMPANY 
THE CALIFORNIA INSURANCE COMPANY 
THE PALATINE INSURANCE COMPANY, LIMITED ot 
THE BRITISH GENERAL INSURANCE COMPANY, LIMITED. 


Are refered Agents, Brokers Polcyholders 


NION GROUP 


This is the second of a series of five advertisements showing the facilities of this Group 
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UNION ASSURANCE SOCIETY, LIMITED 
14 »Om panies : 
= + 


XPENSE 
Items Depositea @ x 
Checks Paid @ 


Loanable Balance (1 day basis) 


TOTAL INCOME (at 4%) 


PROFIT 


From either a pen-and-ink or a machine-posted analysis record 
Burroughs Electric Calculator figures service charges rapidly and 
accurately. With this electrically-operated, non-listing machine 
it is a simple matter to add, subtract, multiply or divide any figures 
necessary to compute service charges, analyze accounts or deter- 
mine average collected balances. 


Likewise, Burroughs Electric Calculator is extremely valuable 
when calculating the daily figures, including float, that must be 
posted to the analysis record itself. Besides, it has countless other 
uses, such as figuring and checking interest on savings accounts, 
notes, mortgages or bonds. 


This fast calculator is easy to operate. A light key touch actuates 
the motor and the motor instantly completes the operation. Each 
key always registers its full value on the dials. 


Investigate Burroughs Electric Calculator. See how it speeds and 
simplifies figuring. Call the nearest Burroughs office for a com- 
plete demonstration. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


Burroughs 


At the left is a typical analysis record made with 
pen-and-ink. It contains the information from 
which Burroughs Electric Calculator quickly and 
easily computes the service charge and figures 
the cost of handling the account. 


Below is a modern machine-posted analysis 
record, made on the latest style Burroughs Book- 
keeping Machine. Burroughs Electric Calcula- 
tor is equally valuable with either record and 
with any plan of computing service charges. 


ANALYSIS RECORD 


pr 
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Pr 


Quickly -Easily Accurately — 
t John Doe 
1H | ONE DAY | DATE Checks Paid NEW BALANCE 
2 | | | | | | | | 90 2u 1,43480*# 
| | | | | 5% 16 91135 
} 12 | 60 6u 1,00064*# 
| | | | 0.0350 11 [360 16% 
|| INCOME 60 18% 
ath Less 10% Reserve nani 21% 
Less ite Float = = 
‘ LT _ 235% 
_G4 roms Deposited @ 3¢| | Daily Balape 30, cee 
_G? Checks Paid 4¢ Y_|46 | Less 10% Reserve > evo 
Collections @25¢| _|_| Lees Aggregate Float 4 leo 
_TOTAL EXPENSE 4 195 | 
a 
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A Yearbook of 
Bank Ads 


LARGE bank and trust company 

in a southern city reprints all its 
newspaper advertisements on uniform 
sheets of paper, binding them into a 
volume which it calls the “ Year’s Ad- 
vertising Handbook.” Copies are given 
to the institution’s executives and de- 
partment heads. 

Thus the bank has an easily accessi- 
ble record of its advertising efforts, one 
that presents graphically the continuity 
of any special campaign or of a whole 
year’s appeal to its customers and the 
public. 

To make the record more complete 
and more serviceable, a photostatic 
reproduction is made of the newspaper 
page on which each advertisement ap- 
pears. This enables the advertising 
manager to study the position of his 
copy and its visibility in relation to 
other advertisements and to reading 
matter. Thus he is able, on occasion, to 
present his case graphically to the 
newspaper when he wants better posi 
tions. 

The system affords the bank a check 
on how its advertising is pulling, for 
the advertising executive keeps in close 
touch with the department managers to 
determine whether his efforts have 
brought results. 


EXAMINERS 


Rudolph E. Reichert, president 
of the National Association of 
Bank Examiners 


HARRIS & EWING 
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What is 
a Bank? 


To many it may be merely a sub- 
stantial building on Main Street; 
to others, an impressive array of 
figures; to others, a group of 
officers and employees engaged 


in rendering a public service. 


To our correspondents, this Bank 
is an institution which through 
a combination of strength, long 
experience, and an extensive list 
of well-managed bank connec- 
tions here and abroad, is enabled 
to extend to each the facilities of 
all—a veritable clearing house 
of credit, collection, and com- 


plete banking service. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
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Trust Mortgages 


(CONTINUED FROM PAGE 59) 


e 

(2) a greatly reduced amount of book- 
LUAVLC keeping ;and (3) an alleged simplification 

of auditing procedure. 
DECEMBER 3ist, 1934 That the pool principle provides an 
enviable means of diversification of 
of the risk in mortgage investment cannot be 
—_— gainsaid. Should one mortgage in the 
SSS a ST pool default, the pro rata share of loss 
GENERALAMERICAN Lire INSURANCE COMPANY to be home: by each taust iavelved is 
Nal Set probably very small. So rarely did such 
defaults occur, even in interest, prior 
Saint Louts to 1930 that in most instances weaker 
mortgages were removed from the pool 


. and more desirable ones were substi- 
Admitted a tuted by the bank itself. 

The reduction in number of book- 

$ 5,162,648.37 keeping entries is readily apparent. 

U. S. Government, Direct or Fully With the adoption of the pool the 

Guaranteed Obligations $ 3,864,174.58 necessity is obviated of recording on 

each sheet in the mortgage register and 

1.438,364.70 on the declaration of trust accompany- 


Real Estate Mortgage Loans....................... 19,251,248.67 ing each mortgage the separate par- 
Real Estate, including Home Office Building . 17,200,382.71 Ucip ations of estates. Originally “a 
*Interest and Rents Due and Accrued . waccecceces A9f286,526.77 tificates were issued to each estate, 


Due and Deferred Premiums (net) .................. 2,950,152.50 stipulating the amounts of participa- 


Loans to Policyholders 27,432,320.61 : 
Pulley then $27,489,600.70 tions in the pool, but later it became 


Less—Earnings Applied to Reduce Liens .3,233,312.00 24,256,288.70 apparent that this was merely a dupli- 
Other Assets 341,650.02 cation of records. The balance in the 
$123,260,846.19 mortgage column of the asset record for 


each estate was held to be sufficient 


WALTER W. 
SQ 


[ record of respective apportionments of 
LADLLLLLES interests in the pool. 


Auditing procedure was claimed to 


Policy and Other Insurance Reserves $114,510,263.69 
Policy Claims in Process of Settlement 1,022,594.35 
Premiums and Interest Paid in Advance . am 1,005,096.75 
Dividends Left to Accumulate and Interest Thereon . 653,798.93 
Borrowed Money None 
Reserve for Federal Income, GERMAN CREDITS 
Premium and Property Taxes 2,017,872.06 
Other Liabilities 1,169,707.91 Joseph C. Rovensky (below), 
Dividends Apportioned to Policyholders 468,883.17 vice-president of the Chase Na- 
Contingency Reserve 252,402.66 tional Bank, serves on the 
Capital Stock 500,000.00 American committee which 
1,660,226.67 2,160,226.67 meets in Berlin this month to 
$123,260,846.19 discuss German “standstill 


its”’ i tween 
Note: *No asset is carried in respect to interest accrued on assets in default. Mortgage credits”, totaling be 
loans are considered in default after ninety days delinquency. $700,000,000 and $800,000,000 


Upon request, the complete Annual Report for 1934 will be furnished. 


Prospective investors in life insurance are invited totake this Statement to their banker 
or financial advisor for analysis. 


iceclors 


DAVID M. MILTON, Chairman J. ROCKEFELLER PRENTICE 
49 Wall Street, New York. of the office of Cutting, Moore and Sidley, 


L. RAY CARTER rend i Law, 11 South La Salle St., 


President, Carter Commission Company, 
Pisses Ot. 540. President, J. L. Brandeis & Sons, Omaha, Neb. 
JAMES HARRY H. LANGENBERG 
rust Company, President, Langenberg Bros. Grain Company, 
ansas Uity, Mo. Merchants Exchange, St. Louis, Mo. 


E. 4 SAMUEL W. ANDERSON 
Member of the Law Firm of Satterlee an: Director, Inter-State Equities Corporation, 
Canfield, 49 Wall Street, New York. 1 Exchange Place, Jersey City, N. . - 


JOHN B. STRAUCH THOMAS O. MOLONEY 
President, National Bearing Metals Corp. President, Moloney Electric Company, 
4930 Manchester Road, St. Louis, Mo. 5390 Bircher Street, St. Louis, Mo. 


WALTER W. HEAD, President 
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have been simplified in that it was no 
longer necessary to check back the 
individual participations of each estate 
in specific mortgages. Actually, however, 
good auditing procedure in trust ac- 
counting has never required such an 
individual check, provided all mortgages 
held are investments legal for trust 
funds. Mortgages not legal for trust 
investment are readily discernible by 
any careful auditor who is familiar 
with state laws, and only in such cases 
is a check necessary to determine in- 
dividual dispositions. 

But from the foregoing it can be 
imagined what difficulties a trust com- 
pany’s mortgage pool may encounter 
as business passes from normal condi- 
tions to increasingly harder times. As a 
matter of fact, distribution in kind has 
sometimes finally been contemplated. 

An equitable distribution in kind 
involves the assignment of a participa- 
tion in the pool, in lieu of a cash distri- 
bution, and actually a consequent pro 
rata share in each mortgage contained 
therein. Only as pooled mortgages are 
liquidated can cash dividends be paid 
to the beneficiaries who have received 
distributions in kind, and these must, 
equitably, be on a pro rata basis. No 
very exhaustive consideration of this 
situation is necessary to determine that 
the beneficiaries will have had ample 
time to question the wisdom of pool 
investing, long ere they have received 
the final cash dividend. 


GERMAN CREDITS 


Harvey D. Gibson (below), 
president of the Manufactur- 
ers Trust Company, is a mem- 
ber of the “‘standstill’’? com- 
mittee besides Mr. Rovensky 
(opposite) and Mr. Goodhue 
(page 32), president of the Bank 
of The Manhattan Company 


Guaranty Trust Company 
of New York 


MAIN OFFICE 
140 Broadway 


BRUSSELS 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


LONDON PARIS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, December 31, 1934 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, 
and due from Banks and Bankers 
Bullion Abroad and in Transit. . 
S. Government Securities 
Notes of Reconstruction Finance Corpora- 
Public Securities ‘ 
Stock of the Federal Reserve ‘Bank 
Other Securities . . . 
Loans and Bills Purchased 
Items in Transit with Foreign Branches 
Credits Granted on Acceptances . 
Bank Buildings ....... . 
Other Real Estate .. . 
Real Estate Bonds and Mortgages | 
Accrued Interest and Accounts Receivable 


$ 333,576,268.85 
16,142,332.00 
464,507 ,036.13 


20,000,000.00 
62,546,154.24 
7,800,000.00 
25,706,932.66 
579,712,917.75 
1,254,803.55 
34,458,356.16 
13,821,691.39 
205,418.44 
2,579,302.88 
14,779,523.79 


$1,577,090,737.84 


LIABILITIES 
Capital . ‘ $90,000,000.00 
Surplus Fund 170,000,000.00 
Undivided Profits . . . 7,294,719.63 $ 267,294,719.63 


Dividend Payable January 2,1935 .. . 4,500,000.00 
Accrued Interest, Miscellaneous Accounts 

Payable, Reserve for Taxes, etc. . 10,267,570.90 
Acceptances . ... -» $94,908, 218. 55 
Less: Own Acceptances 

Held for Investment . 60,449,862.39 


Liability as Endorser on Acceptances and 


Foreign Bills . . . + © © @ e 
- $1,237,089,328.60 


Deposits .. 
Outstanding Checks — 22,975,116.55 


34,458,356.16 
505,646.00 


1,260,064,445.15 
$1,577,090,737.84 


WILLIAM C, POTTER, Chairman W. PALEN CONWAY, President 
EUGENE W. STETSON, Vice-President 


DIRECTORS 
GEORGE G. ALLEN. Vice-Chairman, British- | EUGENE G. GRACE President, 
American Tobacco Company, ‘Limited, Bethlehem Stee! Corporation 
and President, Duke Power Company w A HARRIMAN . . of Brown Brothers 
W. W. ATTERBURY . . President, Pennsylvania Harriman & Co. 
Railr ¥Y JOHN A.HARTFORD. . President, The Great 
W. PALEN CONWAY 


Atlantic & Pacific Tea Company 

CHARLES P.COOPER .. . . Vice-President, DAVID F. HOUSTON . President, The Mutual 

American Telephone & Telegraph Company Life Insurance Company of New York 
JOHN W. DAVIS . . . of Davis Polk Wardwell 


CORNELIUS F, KELLEY President, 
Gardiner & R 
HENRY W. de FOREST 


ARTHUR C. DORRANCE President, Campbell 
Soup Company 

EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. —-, . _ President, Berwind- 
hite Coal Mining Company 

LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Real Estate 
PHILIP G. GOSSLER President, 
Columbia Gas & Electric Corporation 


Anaconda Copper Mining Co, 
THOMAS W. LAMONT of J. P. Morgan & Co. 


WILLIAM C. POTTER Chairman of the Board 
GEORGE E. ROOSEVELT . of Roosevelt & Son 
EUGENE W. STETSON . . . . Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY . of J. P. Morgan & Co. 
THOMAS WILLIAMS of I. T. Williams & Sons 


L. EDMUND ZACHER .. . « President, 
The Travelers Insurance Company 


% 

~ 
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BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


MAIN OFFICES IN THE TWO RESERVE CITIES OF 


CALIFORNIA 


SAN FRANCISCO —No. 1 Powell Street 


Condensed Combined Statement of the Bank of America, N. T. & S. A., and 


LOS ANGELES—660 So. Spring Street 


Bank of America (a California State Bank )—Identical in Management— 
On December 22, 1934, sixty-one branches of the State Bank 


were merged with the National Bank 


DECEMBER 31, 1934 


RESOURCES 


Bank of America Bank of America 


N. T. & S.A. 


$ 52,975,492.98 $ 1,020,333.10 
75,640,546.69  1,309,379.69 


Cash in Vault and in 
Federal Reserve Bank 
Due from Banks 
Securities of the United States 
Gov’t and Federal Agencies. . 
State, County and Municipal 


355,340,162.37  5,380,531.94 
97,797,998.27 
Other Bonds and Securities... . 21,020,692.65 


Stock in Federal Reserve Bank 
and Investment in Federal De- 
posit Insurance Corporation. . 

Loans and Discounts 

Accrued Interest and Accounts 
Receivable 

*Bank Premises, Furniture, Fix- 
tures and Safe Deposit Vaults 

Other Real Estate Owned ..... 

Customers’ Liability on Account 
of Letters of Credit, Accept- 
ances and Endorsed Bills. . . . 

Other Resources 


3,584,744,43 
2,036,486.93 


3,830,803.71 
461,645,975.21 


103,986.63 
10,736,877.29 
8,734,294.47 24,492.10 


36,458,509.92 
10,312,032.09 


847,604.86 
384,789.82 


17,074,705.78 1.500.00 
1,492, 104.43 421.72 


$1,142,323,318.57 $25,431,148.51 


LIABILITIES 


$ 50,000,000.00 $4,200,000.00 
30,000,000.00  1,000,000.00 
17,164,340.58 758,086.80 


Reserves $ 2,772,.769.29 82,118.34 

Reserve for Quarterly Dividend 
payable January 2, 1935. 

Circulation 

Rediscounts and Bills Payable . 

Liability for Letters of Credit 
and as Acceptor, Endorser or 
Maker on Acceptances and 
Foreign Bills 


.. {Commercial 
Deposits Savings 


1,000,000.006 
45,500,000.00 
None 


26,250.00 
None 
None 


17,553,407,04 1,500.00 
262,908,677.19 3,030,464.28 
715,424,124.47 16,332,729.09 


Torta LIABILITIES $1,142,323,318.57 $25,431,148.51 


A California State Bank 


$ 130,945,752.46 


485,160,616.59 
3,934,790.34 
472,382,852.50 
8,758,786.57 
37,306,114.78 


10,696,821.91 


17,076,205.78 


1,492,526.15 


$1,167,754,467.08 


$103, 122,427.38 
2,854,887.63 


1,026,250.00 


45,500,000.00 
None 


17,554,907.04 


997,695,995.03 
$1,167,754,467.08 


This statement includes the figures of the London, England, banking office of Bank 


of America, N. T. & S. A. 
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_COMBINED_ 


Christmas 


Savings Clubs 


_ first of the year finds many 
banks opening their ledgers on a 
new series of Christmas savings club ac- 
counts. At the same time they realize 
that during the year just passed these 
funds earned little or nothing if, indeed, 
they were not carried at a loss. 

The question of continuing this public 
service—for the savings club has dis- 
tinct public service aspects—has no 
doubt received serious consideration by 
the executives of numerous banking in- 
stitutions. In times when banks are 
seeking to eliminate leakage in all de- 
partments and striving to find profitable 
employment for accumulating funds 
some bankers have felt that this particu- 
lar vehicle for thrift encouragement 
might be at least temporarily shelved, 
even though no interest is paid on the 
accounts. 

One large bank which has operated a 
Christmas savings club for many years 
answered the problems involved by 
deciding that this department _per- 
formed an advertising function. The 
club operated at a loss in 1934, but it 
brought some 70,000 depositors into the 
bank and its branches at frequent inter- 
vals, and it was felt that the bank could 
not afford to sacrifice the good will 
which that substantial number of ac- 
counts had undoubtedly created. 


I. C. C. 


Hugh M. Tate, new chairman 
of the Interstate Commerce 
Commission 


U. & U. 
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Undivided Profits............ 


Bank Boards 


(CONTINUED FROM PAGE 24) 


the board and the state banking official 
worked in very close harmony. 

State banking boards fall into two 
classes if grouped on a functional 
basis—administrative and advisory. 

The boards designed to function 
primarily as administrative bodies are 
found in Indiana, Ohio, New York, 
North Dakota, South Dakota, South 
Carolina, Texas and Wisconsin. At the 
same time, although the statutes of 
some states provide for boards which 
might properly be classed as adminis- 
trative, some of them have thus far 
functioned solely in advisory capacities. 

The other boards, or those in Ala- 
bama, Arkansas, Connecticut, Dela- 
ware, Iowa, Kansas, North Carolina, 
Oklahoma, Oregon and Vermont, are 
purely advisory in the nature of their 
functions, although a few have certain 
specified duties the performance of 
which might properly be regarded as 
administrative. Generally speaking, 
these boards (with three exceptions— 
Oregon, Oklahoma, Arkansas) closely 
resemble the Federal Advisory Council 
insofar as the powers which they may 
exercise are concerned. Their functions 
are confined almost entirely to the pres- 
entation of advice to the state banking 
official with regard to the conduct of 
banking and to the state legislature 
with regard to appropriate legislation. 


BANK OF FRANCE 


When M. Tannery became 
Governor of the Bank of France 
it was said officially that no 
change in French monetary 
policy was contemplated 


INTERNATIONAL 
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@ The First. Wisconsin 
National Bank of Milwaukee is the largest bank in 
Wisconsin ... and one of the oldest. Founded 1853. 


More than 80 per cent of all the banks in Wisconsin 


maintain First Wisconsin correspondent accounts. 


The resources of this bank total $184,765,002 with 
deposits of $163,474,846 — December 31, 1934. 


Here is a bank with statewide, nationwide and world- 
wide contacts .. . a bank with an 82-year record of 
constructive service in Milwaukee and Wisconsin 
... well qualified and equipped to meet the needs of 
other banks and national business corporations re- 


quiring efficient, helpful service in this city and state. 


FIRST 
\ WISCONSIN 
‘NATIONAL 
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Credit Management 
In Branch Banking 


(CONTINUED FROM PAGE 21) 


posit side of banking altogether and 
strive to conduct the asset or credit 
affairs of his office as safely as possible, 
to avoid all undue risk and losses. 

If he follows the latter alternative he 
will necessarily make earnings a sec- 
ondary matter and will likely pile up 
at headquarters fat credit balances for 
his branch and a reputation, perhaps, 
for excessive prudence. The timid, less 
resourceful branch manager will take 
this course perhaps as a matter of 
calculated policy; and so will the in- 
dividual—if such a one exists—who 
would attempt to curry head office 
favor by maintaining an excessively 
liquid branch position regardless of 
and in spite of an urgent local credit 
demand. 

But if this type is hyper-conservative 
it is not as dangerous as that of the 
liberal lender. It is a natural thing for 
bankers to desire to see their offices 
grow and prosper; and the best and 
most available artifice for extending 
size and profits is through lending 
wisely. With a brisk local demand for 
credit, with the seemingly unlimited 
resources of head office behind them, 
why shouldn’t they be liberal, some 
enthusiastic branch managers may 
argue. The more they lend, the more 
depositing custom they are able to 
attract and the greater profits obtain. 
The greater the branch in size and 
earnings, the greater the prestige of 
the manager and the more kindly and 
generously is he likely to be regarded 
by those at head office who fix com- 
pensation. 

Because this situation exists it is no 
wonder that in a large branch banking 


organization the severity of staff com- 
petition, the struggle to rise, to show 
one’s self above the multitude, may bring 
into being the variety of employee who 
would seek special recognition as a 
business getter even through the me- 
dium of unduly liberal lending. Very 
definitely is control of this trouble 
breeding tendency a head office respon- 
sibility. The high command must tip 
over backwards to see that its own de- 
sire to attain size and larger earnings 
does not get out of bounds and become 
dangerously magnified when carried 
to the branches. As father does, so does 
son. There is no more dangerous slogan 
to promulgate than “Build deposits 
through lending.” There is nothing in 
banking of any variety which gets out 
of hand more readily and with more 
disastrous consequences than such a 
policy. Nor can its ill effects be eradi- 
cated by a mere sudden tightening of 
the reins. As bankers know only too 
well, poor credits once established take 
a long, long time for elimination. Rules, 
both in matters of general policy and of 
specific incidence, must be enunciated 
by head office administration to prevent 
their existence. 

In establishing principles and regula- 
tions for individual branch credit 
conduct what community limitation 
in dollars should the branch be per- 
mitted? In other words, what maximum 
proportion of its own locally arising 
credit powers—what percentage of its 
deposits—should the local branch be 
permitted to lend? Should it be 50 
per cent, 75 per cent, 100 per cent or 
more? Should it be required to maintain 
a definite percentage of its deposits in 


SOME limitation-on a branch’s potential lending excesses is 
necessary. ... A better limitation than that of an arbi- 
trary percentage is the more natural one embraced in the 
precept: run a good bank. Patently a prudent banker will 
not put all his credit-eggs in one basket by concentrating 
his risks in one geographical area, in one economic activity 
or in the hands of one individual or corporation. He will 
recognize, before they get out of hand, manias for expansion 
whether in the stock market, radio manufacture, rabbit 
raising, house building or farm speculation.—The Author 
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the form of reserves, as it would be 
were it a unit institution? Or should it 
disregard the question of reserves, 
relegate that to the status of a head 
office responsibility and set itself to 
the task of attempting to satisfy the 
credit needs of every credit-worthy 
applicant? 

To say that a branch should lend 
only a definite percentage of its deposits 
would be to restrict it arbitrarily to the 
use of a comparatively small fraction 
of its credit powers; it would be equiv- 
alent to declaring that in spite of its 
ability to run far it should be shackled 
with a ball and chain. To restrict the 
branch in that manner would be 
analogous in spirit to the early auto- 
mobile manufacturers who tried to 
make their creations resemble the 
buggies they supplanted, for it would 
necessarily hold the branch to the 
enforced limitation of a unit bank. 

It would make of no avail the fluidity 
and mobility of credit possible in branch 
banking and nullify the factor of safety 
and convenience arising therefrom. 
And, more abstrusely, it would exhibit 
a lack of understanding of the funda- 
mental nature of bank credit, its origin, 
its purposes and its uses. It would 
venture the untenable dictum that 
credit is a purely local product instead 
of a universally owned power to facil- 
itate the exchange of values no matter 
where originating. What is more, it 
would be a seeming confession of head 
office’s inability to control the lending 
of money wisely, that is, for proper 
lengths of time, for proper purposes and 
for satisfactory ease of collection. 
Manifestly only to a limited degree is 
good credit management a matter of 
geography. 

Some limitation on a branch’s poten- 
tial lending excesses is necessary. It 
would be a poor head office that would 
permit Branch A to monopolize the 
field at the expense of all other branches. 
That is the principal reason-to-be of 
head offices, to coordinate the activities 
of individual branches into a well bal- 
anced whole. It can do so in better 
ways, however, than by establishing an 
arbitrary percentage of each branch’s 
deposits to be loaned out locally. The 
local limitation should be established 
only when there has occurred an undue 
geographical concentration of credit 
risk. A similar limitation should be 
established for all branches acting as a 
whole when too much credit begins to 
flow into certain channels. In short, in 
branch banking the limitation of each 
community should be based on the 
quality of its loan applications rather 
than on their volume in dollars. 
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Vacation Time Economy 


‘“*TT was Dick, our special officer on 

the floor at the main office, who 
presented us with an idea which saved 
enough money to pay his salary for 
two years,” remarked the cashier to 
some colleagues. “He solved our special 
officers’ vacation question. 

“ As banks go, ours is not a large in- 
stitution, but we do have five branches, 
with one officer on duty at each. We 
give every employee and officer two 
weeks’ vacation in the summer months 
and for several years we had been letting 
the special officers off likewise. The way 
we would do it, since we have no sub- 
stitute ‘cops’, was to go out and hire a 
couple from an agency. They charged us 
pretty well, but we figured it. was 
cheaper at that than having an extra 
man or two hired by the year. 

“Well, the expense control committee 
observed that we were paying pretty 
high to give our guards vacations. There 
wasn’t much they could do about it, be- 
cause obviously it was unfair to give all 
employees but the cops vacations. Then 
Dick put in a suggestion in response to 
our prize offer of a week’s pay to em- 
ployees who thought up ways of cutting 
expenses. 

“Boiled down, Dick’s idea was to 
utilize home talent in providing men to 
take the place of guards on vacation. 
Seemed kind of funny, at first, the idea 
of giving our signature expert, for in- 
stance, who can catch trick signatures, 
a gun to catch crooks. 

“But the expense control committee 
began looking over employee dossiers 
and it discovered that Conkling, who 
worked in the messenger department, 
was an ex-Marine who had helped catch 
Sandino down in Nicaragua. Big, 
strong chap who could lick anyone his 
size with his fists, but wasn’t so good 
with a gun. It also found that Jessup, in 
the rack department, also had a silver 
marksmanship badge left over from his 
war days. Had made it a hobby to keep 
in practice, too, slaughtering glass 
birds at shooting galleries. 

“We asked them whether they would 
like to take a winter vacation and don 
our officers’ uniform for the summer, for 
a little extra pay, depending upon how 
good they were. They would tour our 
five branches, substituting for the 
regular guards as they went off on their 
vacations. Since times were dull we had 
plenty of messengers and rack men for 
the regular work, anyway. Both men 
jumped at the opportunity. 

“We were lucky last summer and had 
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no unpleasant incidents to speak of, but 
we are confident both men would have 
handled themselves well if we had had 
any embarrassing moments. As I said, 
we saved a tidy sum, but better than 
that, it gave the control committee the 
notion that it might work out some 
more scientific plan of work staggering, 
during dull months, which would not 
only stagger the payroll but give men in 
one line of work more varied experience 
and instruction, eliminating much over- 


time, while at the same time not adding 
to the number of hours a week, or a 
month, the average employee worked. 
“That idea is not particularly new ~ 
and it has to be worked out cautiously. 
For instance, if you rotate your men too 
rapidly, that group which comes into 
direct contact with the public changes 
too rapidly. The customers don’t like 
to see a new face every time they come 
in to make a deposit or cash a check. It 
removes the personal touch too much.” 
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HAT delicate subject of public relations—that responsive 

mass mind that reaches positive conclusions from the 
sum total of so many small things—is always favorably influ- 
enced by Todd Antique Moorish pass books and check book 
covers because they impress customers the right way. 


The economy of these durable Todd products with their 
splendid variety of colors has persuaded thousands of banks 
throughout the country for more than fifteen years to distribute 
them pridefully for increasing public good-will and confidence 
—and always for the achievement of distinctive banking. 


Ask the Todd man to show you our complete line of 
Antique Moorish Pass Books and Check Book Covers 


THE TODD COMPANY, INCORPORATED 
ROCHESTER WY NEw YORK 


Pass Books and Check Covers Stationery and Bank Supplies 


Super-Safety Checks 
The Protectograph Check Signers 


Registered Protod-Greenbac Checks 
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job of assembling credit infor- 
mation in the country bank is now 
better done than formerly, remarks the 
Lake City Bank Review, published by 
the Lake City (Minnesota) Bank and 
Trust Company. 

“Tt used to be said,” the publication 
recalls, “that the country banker car- 
ried his credit file ‘under his hat’, and 
it is still true that his personal ac- 
quaintance with his borrowers, his 


The Credit File 


knowledge of their characters, personal- 
ities and habits, and other intangible 
things that cannot be put on paper, play 
an important part in his judgment of 
what can be safely loaned.” 
Nevertheless there are many items 
figuring in a customer’s credit standing 
that can be put on paper, and the place 
to record them is the bank’s credit file, 
which should contain all available in- 
formation about all borrowers. 
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STATEMENT OF CONDITION 


DECEMBER 


on 


31, 1934 


BOARD OF DIRECTORS 


FREDERICK H. PRINCE 
F. H. Prince & Co., Boston 


ARTHUR G. LEONARD 
President, Union Stock Yard 
& Transit Co. 
ROBERT J. DUNHAM 
Investments 


JAMES A. McDONOUGH 
Investments, Boston 
ORVIS T. HENKLE 
Vice-President and General 
Manager, Union Stock Yard 
& Transit Co. 


RESOURCES 


Cash and due from banks 
U. S. Government Securities 


U. S. Government bonds to secure circulation 
State, Municipal and other marketable bonds at pres- 


ent market or below 
Call loans 
Commercial paper 
Loans and discounts 
Federal Reserve Bank stock 


Redemption fund with U. S. Treasurer 
Bank building, free and clear of encumbrance 


Furniture and equipment 
Interest earned, not collected 
Current receivables and other assets 


LIABILITIES 


Capital 
Surplus 


Undivided profits and reserves.......... 


Circulation 


DAVID H. REIMERS 
President 
THOMAS E. WILSON 
Chairman, Board of Directors 

Wilson & Company | 
GEORGE F. EMERY 
Vice President 
WILLIAM J. O’CONNOR 
Ass’t. General Manager, Union 
Stock Yard & Transit Co. 


$ 6,587,377.93 
6,250,000.00 
1,000 ,000.00 


1,576,500.00 
250,000.00 
1,975,000.00 
2,378,051.83 
45,000.00 
50,000.00 
450,000.00 
1.00 
76,369.30 
158,384.24 


$20,796,684.30 


1,000,000.00 
500,000.00 
367,088.05 
1,000,000.00 
14,886.22 
17,914,710.03 


$20,796,684.30 


“Usually this credit information,” 
continues the periodical, “is in the form 
of a statement signed by the borrower, 
on which is listed all the property he has 
and the debts he owes. 

“Tn most cases there is property of 
one kind or another pledged as security 
for loans at the bank, but with some 
short time loans, where the borrower’s 
property is clear and ample, loans are 
made on the basis of his property state- 
ment. 

“The credit file also contains other 
information about a borrower in addi- 
tion to his own statement. This comes 
from a variety of sources: the register of 
deeds office from which we get a monthly 
list of all mortgages and other instru- 
ments filed which would affect credit; 
information secured by our own ap- 
praiser from personal inspection of 
property; information from local mer- 
chants and professional men, from 
whom we learn how he pays his bills 
around town. The local newspapers with 
their advertisements and records of 
comings and goings contain much that 
is useful from a credit standpoint, and 
word of mouth information that comes 
in casual conversation, after verifica- 
tion, adds to the value of the credit 
file.” 


S. YOSHIDA 


Japan’s Ambassador-at-large, 
who recently arrived in this 
country, has long been in 
the diplomatic service of his 
government 


INTERMATIONAL 
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Customer-Bank-Advertising Agency 


suggestion that banks might 
find it profitable to interest them- 
selves in the selling campaigns of their 
customers and to work with advertising 
agencies for more effective promotion 
of clients’ products has been made by 
H. Charles Sieck, head of a Los Angeles 
advertising firm. 

“Executives of new business depart- 
ments of banks,” says Mr. Sieck, 
“should contact all advertising agen- 
cies, review with them in confidence the 
problems of clients and prospective 
clients, advertisers and non-advertisers, 
and see whether between them some 
constructive program can be worked out 
in each specific case, or a general pro- 
gram for all, to stimulate action, to sell 
our way back to normal interchange of 
services and merchandise. 

“This will result in the greater use of 
money and credit, which finally is the 
merchandise the banker has on his 
shelves.” 

In one case described by Mr. Sieck, a 
business concern was studied thoroughly 
by its bank in conjunction with its ad- 
vertising agency. Bank and agency 
made a survey of the following factors 
as they bore on this company’s national 
market: the merits of the product manu- 
factured and its peculiarities; consumer 


NORMAN H. DAVIS 


America’s Ambassador-at-large 

was head of the United States 

delegation at the London naval 
negotiations 


reaction; methods for winning back old 
customers; the client’s relation to direct 
and allied competitive interests; a plan 
of promotional attack, merchandising 
ideas, advertising copy, salesmen’s sales 
talks; prospects for continued and fu- 
ture growth of the company. 

“No product,” asserts this advertis- 
ing executive, “no matter how merito- 
rious or how ably the business behind it 
is financed, can bring maximum returns 


on the investment unless and until a 
thorough job of continuous advertising 
and selling is done. 

“T suggest that bankers and advertis- 
ing agencies work more closely, that 
they become better acquainted, that 
they interchange ideas on how to put 
money to better use in the business of 
manufacture and distribution of mer- 
chandise through proper sales and ad- 
vertising campaigns.” 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, President 


FINANCIAL STATEMENT 
December 3lst, 1934 


ASSETS 


Cash 
*Bonds 
*Stocks 


Preferred or Guaranteed 


Common 


Premiums In Course Of Collection, Not 


Over 90 Days Due 


Accrued Interest and Rents 
Reinsurance and Other Accounts Re- 


ceivable 
Home Office Building 
Other Real Estate 


First Mortgages on Real Estate 
TOTAL ADMITTED ASSETS 


. $ 1,351,606.74 
7,587,433.00 


$934,981.00 


349,685.00  1,284,666.00 


1,283,024.67 
105,588.38 


269,705.41 
850,000.00 
196,677.82 
184,631.43 


$13,113,333.45 


LIABILITIES 


Reserve for Unearned Premiums 


Reserve for Claims 


Reserve for Commissions, Expenses and 


Taxes 


Reserve for Contingencies 


Capital 
*Surplus 
TOTAL LIABILITIES 


. $ 5,194,583.72 
2,394,874.00 


724,349.76 
750,000.00 
1,000,000.00 
3,049,525.97 


. $13,113,333.45 


*Bonds are carried on an amortized basis prescribed by the 
New York Insurance Department. Stocks are carried at Decem- 
ber 31, 1934 market quotations. On the basis of December 31, 
1934 market quotations for bonds and stocks owned, this Cor- 

ration’s total admitted assets would be increased to $13,668,- 
68.45 and the surplus to $3,604,260.97. Securities carried at 
$1,582,526 and cash £42,000 in the abovestatement are deposited 
for purposes required by law. 
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Employee Good Will 


have read and heard a great 

deal about the necessity of gain- 

ing the good will of the banking 

public, but how much thought have we 

given to the value of the banking per- 
sonnel’s good will? 

One of the most valuable banking as- 
sets is personnel. In no other business 
does employee morale play such an im- 
portant part in the net profits equation. 
Machinery and systems can be replaced 


quickly but it takes years to build an 
efficient working staff. 

The wise management is the one which 
does everything possible to acquire and 
retain the good will and respect of its 
employees. This is not something which 
will take root and grow by itself; it 
must be stimulated by constant evi- 
dence of proper recognition and fair 
play in the management’s dealings with 
the personnel. The employee’s knowl- 


Safeguarding Your 
Money 


In theory the security behind the money you 
lend, the credit you extend, is some business 
property or merchandise. In fact you depend 
for payment more upon the profitableness of 


that business or merchandise than upon the 
value of the property itself. 


So you must, to be safe, insist that business 


interruption or profits and commissions in- 
surance, as well as property insurance be 
carried by those who owe you money. Then, 
if there’s a fire or a windstorm, the insurance 


agent representing 


company will pay overhead (part of which is 
interest) and net earnings as well as the in- 
- sured value of the property itself. 


These companies offer fire, automobile, 
windstorm, riot, and allied lines of insurance 
through an agency force covering the nation. 
To be sure of complete protection call in an 


The 
LONDON ASSURANCE 
The 
MANHATTAN 
Fire and Marine Insurance Company 
The 
UNION FIRE 


Accident and General Insurance Company 


99 JOHN STREET 


NEW YORK 


Write for the names of our agents in your city. 


edge that his ambition and hard work 
will be recognized and properly re- 
warded is the most important factor in 
the solution of internal bank problems. 

There should be that feeling within 
the organization which causes the em- 
ployee to look upon his senior officer as 
a big brother—one to whom he may go 
in confidence with personal problems 
as well as those pertaining to the bank. 
This is the ideal situation. Such a spirit 
of helpfulness is certain to react favor- 
ably to the bank. The employees will be 
constantly singing the praises of the 
management to the public which they 
contact both inside and outside the 
bank. 

What a difference it makes if the offi- 
cial greets the clerk at the start of the 
day with a “Good morning, Jerry!” in- 
stead of a very formal “Good morn- 
ing.” A kindly word of congratulation 
from the boss to a clerk who has done 
some good job will increase the em- 
ployee’s admiration of the official. 

Personnel good will means team- 
work. It will make or break a bank just 
as truly as it makes or breaks a college 
football team. It instills that spirit of 
enthusiasm which makes work a pleas- 
ure. 

All banks have the same merchandise 
to sell, namely, service. Generally 
speaking, their salesmen are their em- 
ployees, not their officers or directors. 
To the bank’s customer, the employee 
with whom he transacts his business is 
the bank. His opinion of the institution 
is based on the treatment he receives 
from that employee. That is one reason 
why it is so important for a banking in- 
stitution to acquire and retain the good 
will of its staff. 

Remuneration should be on an equi- 
table basis. Employees should be paid 
according to their ability and not ac- 
cording to their length of service. One of 
the biggest obstacles to internal bank 
efficiency in the past has been the 
periodical general increase in all salaries 
and seniority promotions. The man- 
agements which followed this procedure 
during better times found themselves 
wanting for efficiency and initiative 
from their personnel in the last few 
years. 

The employee should be able to see a 
clear path ahead with no obstacles to 
retard his promotion. One obstacle 
which I have in mind is the practice of 
filling good positions from outside the 
force. If this is found necessary it is a 
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MILLER 


Ft. Wayne (Indiana) National Bank 


discredit to the management. One of 
their primary responsibilities is to pick 
proper employees and train them so 
that vacancies can always be satis- 
factorily filled from within the organi- 
zation. 

Ambitious employees crave recogni- 
tion. If they do not receive it, the bank 
is liable to suffer through a breakdown in 
their initiative. One way for the man- 
agement to guard against this, and a 
very inexpensive one at that, is to make 
it a practice to compliment any em- 
ployee who has done a commendable 
piece of work. The officers should let the 
staff members know that their efforts 
are appreciated. 

In spite of all that has been said and 
written on this subject there are em- 
ployers who expect a maximum of effort 
with a minimum of incentives and who 
expect loyalty and good will while 
showing no signs of appreciation in re- 
turn. There are instances where man- 
agements attempt to set themselves up 
as good fellows by allotting funds for 
employees’ social activities, hoping in 
this manner to overcome the dissatis- 
faction caused by an inequitable salary 
scale. The banks would be better off if 
this money were never spent, because, 
instead of appeasing, its effect is just 
the opposite—it antagonizes. Bonuses 


TREASURY ASSISTANT 


Oscar Johnston of Mississippi, 

new assistant to the Secretary 

of the Treasury, is an author- 

ity on agricultural commodity 
credits 


can be given, parties arranged and all 
sorts of entertainment provided, but 
unless the salaries paid are considered 
just, these attractions are futile. 

No bank officials, regardless of their 
ability, can attain any degree of success 
without the cooperation and good will 
of their employees. To be able to instill 
within them a desire to go beyond their 
particular duties to cooperate is an ex- 
ecutive accomplishment. If the manage- 


ment is successful in developing among 
its employees a high degree of enthusi- 
asm for the success of the bank, it has 
created one of the greatest constructive 
forces for the bank’s progress. 

“Service With A Smile” is a mean- 
ingless slogan if the employees do not 
feel the part, and service without a 
smile has the appearance of a mule be- 
ing driven in his work. All the advertis- 
ing in the world will not build a bank’s 
business if it has a dissatisfied personnel. 
Old business will be driven out the back 
door by discourteous employees faster 
than new business can be drawn through 
the front door. 
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NATIONAL TRUST & SAVINGS BANK 
of LOS ANGELES 
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Condensed Statement of Condition 
at close of business December 31, 1934 


RESOURCES 


Cash and Due from Banks . 


- $24,685,107.19 


United States Obligations Direct 


and Fully Guaranteed 


State, County, and M —- Bonds . 


Other Bonds . 
Loans and Discounts ae 
Federal Reserve Bank Stock 


Stock in Commercial F ireproof Building Coe 


Head Office Building 


10,029,365.81 
11,734,620.17 

.  2,138,506.89 
51,473,454.44 
420,000.00 


383,825.00 


Bank Premises, Furniture and — ore 


Safe Deposit Vaults [Including 


Other Real Estate Owned 


Customers’ Liability under Letters of Credit 


and Acceptances . 


Redemption Fund with U.S. Treasurer 


Earned Interest Receivable . 
Other Resources. 


TOTAL 


1,288,072.93 
1,815,289.95 


290,165.09 
100,000.00 
264,945.38 
675,942.45 


$105,299,295.30 


LIABILITIES 


Capital Stock 
Surplus. 
Undivided Profits 


Reserved for Contingencies, Taxes, Interest, Etc. 
Dividend Payable January 2, 1935 
Discount Collected — Unearned 


Circulation 


Letters of Credit and Liability ; as Acceptor 
or Endorser on Acceptances and Foreign Bills 


Other Liabilities . 
Deposits 
TOTAL. 


$9,309,507.95 
1,342,898.92 
75,000.00 
15,917.76 
2,000,000.00 


332,369.87 
113,313.50 
92,110,287.30 


$105,299,295.30 


1,309,507. 95 


Head Office: Spring Street at Fifth 


Hill Street Office: 736 S. Hill Street 


Broadway Office: 308 S. Broadway 
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Employment in a Public Service 


EN a young man comes to me 

for a job,” said the bank per- 

sonnel manager, “I begin by having a 

heart to heart talk with him on what 

the position, if he gets it, will mean to 
him and to us. 

“T first explain that banking is a pro- 
fession, like the law or medicine, and 
that the old quip about ‘bankers’ 
hours’ is, to say the least, a slight ex- 
aggeration of conditions as they actu- 
ally are. I tell him that just as a physi- 


cian or an attorney spends years in 
fitting himself for service, so the banker 
must be prepared to devote his youth to 
study, observation and hard work. 

“T always call his attention to the 
fact that banking has made mistakes in 
the past and that the responsibility for 
avoiding a repetition of those mistakes 
and making others rests not only on the 
present generation of bankers but on 
the men who will succeed them. I im- 
press upon him that every person who 


FOR 1935 


Every year’s end sees the business 
picture change. Every new year pre- 
sents a challenge of the months to 
come. At Mercantile-Commerce we 
have been meeting this challenge 


since 18577. 


So again, this time for 1935, we 
offer to our growing list of customers 
and correspondents, faithful service 
... service based upon the conserva- 
tive principles of sound banking, yet 
ever progressively improving to meet 


new conditions. 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth~ St. Charles 
St. Louis 


works in a bank, no matter how humble 
his position, is part of the bank and 
bears a share of the obligation to his 
profession and to society; also, that 
banking is being closely watched by 
outsiders who are rightfully interested 
in what goes on; and that the bank 
expects to give and to get a square 
deal. 

“Then I tell him that if he gets a 
place on the staff he must go through 
an arduous course of training which 
corresponds to the interneship of the 
young doctor or the clerical apprentice- 
ship of the lawyer. A career in banking 
begins at the bottom and ends at the 
limit of ability. He must learn the busi- 
ness in the only way it can be learned— 
by doing. 


INDIVIDUALISM 


“ALSO, he must sell himself. He must 
take every advantage of the many op- 
portunities he will have for calling at- 
tention to himself, but he must do it 
tactfully, graciously and inoffensively. 
He can expect encouragement and pro- 
motion only if he earns them; if he is 
deserving he will be recognized. He 
must raise himself above the crowd and 
he must do it by his own ability and 
personality. He will have the sym- 
pathetic cooperation of the bank officers 
as he proceeds, but he must never for- 
get that success depends on himself 
alone. 

“T tell him he will start as a branch 
teller, doing messenger duty between a 
branch and the main office. He will be 
required to make half a dozen trips a 
day, and the bank will expect nothing 
more in return for his weekly salary. 
Between trips he will have considerable 
free time which he can use as he sees fit. 
He can spend it in the nearby pool 
room, as many boys do, and the bank 
will not discharge him. He can go up- 
stairs to the bookkeeping department 
and learn to use the adding machines. 
How he spends the leisure hours is 
quite up to him. 

“At about this point in the inter- 
view I usually ask the young man if he 
still wants to be a banker. A rather sur- 
prisingly large number of the applicants 
ask time to consider, which means that 
they are afraid banking is not as glam- 
orous as they had anticipated. Some, of 
course, are still eager to join us and it is 
from that group, naturally, that we 
make our selections.” 
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Repaying Loans by Installments 


for the coming year in the borrower’s 
statement. At the recent annual meet- 
ing of the Robert Morris Associates, a 
national credit association, the budget 
plan was openly advocated and strongly 
supported. Improvements of this kind 
represent progress of the most valuable 
and permanent sort and make a con- 
tribution not only in the field of banking 
but in the realm of better business and 


The new mortgages to be issued under 
the National Housing Act provide for 
the grouping into a single monthly pay- 
ment of the amortization, interest, 
service charge, taxes and insurance that 
apply to a loan. The advantages in the 
way of greater convenience to the cus- 
tomer, and greater readiness with which 
both borrower and lender may appraise 
the financial implications of the pro- 


E present swing toward the in- 
stalment plan as a customary method 

of repaying bank loans is not entirely a 
child of the depression. Banks began 
this custom before 1929, and the diffi- 
culties of recent years have served 
merely to emphasize its value. Compar- 
ing their loans repayable on an instal- 
ment basis with those not set up in this 
fashion, the better showing of the 


former was immediately apparent. As a 
result, both in the field of real estate 
mortgages and in the commercial loan 
field, loans repayable in frequent instal- 
ments are in high favor and likely to 
continue so. 

The instalment plan of loan repay- 
ment has great educational as well as 
practical advantages. When the pro- 
spective borrower learns that he is ex- 
pected to start the repayment of his 
loan at once, on a monthly basis, he 
scrutinizes his plans more carefully 
than when repayment is at a distant 
future date. He may discover the true 
meaning of “capital loan”’. 

The advantages of instalment re- 
payment in the way of adjustment of 
the borrower’s expense to income and in 
the normal and natural repayment of 
his obligations are great. Some of the 
banks now include a proposed budget 


F.C.A. 


Earl LeMasters of Oregon was 
recently named Deputy Gov- 
ernor of the Farm Credit Ad- 
ministration. He had been 
comptroller 
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household management as well. 


posed loan, are obvious. 


Must We Accept 
a Lower Standard of Living? 


Is America finished in its building? Must we live merely 


by dividing available jobs? To accept such a con- 


clusion is to accept a lower standard of living. 


N: industry has contributed more to 


raising our standard of living than 
the public utility industry. Electric and 
gas services, with the great conveniences 
which they bring, have been supplied at 
decreasing costs to increasing millions of 
users. 

Conditions now harassing the utilities 
discourage investors from putting more 
money into this industry. Stock invest- 
ments in some utility companies are being 
endangered or destroyed by government 
competition. Reductions in rates and in- 
creases in taxes are causing drastic declines 
in net earnings. 

The great mass of people still lack 
automatic heating and air conditioning 
in their homes. Only 12% of farms have 
electric service. The public utility in- 
dustry can continue to extend its services 
and help Americans improve their stand- 
ard of living. But first, this and other 
basic industries must be freed from the 
shackles in which government has bound 
them. Investors must have confidence 
that private enterprise will once again 

be allowed to operate at a 
reasonable profit. Otherwise, 
capital for industrial develop- 
ment cannot be raised. 


The Associated System is making a de- 
termined effort to carry on its business in 
the face of these almost overwhelming 
difficulties. Almost 39,000 customers have 
been added since the first of January, 
1934; business building has been organized 
on a more vigorous and efficient basis; 
output of electricity and gas is being 
pushed to heights never before reached. 
But this effort cannot be continued, nor 
can it meet with the success which it 
deserves, without the removal of these 
obstacles to enterprise. 


Associated Service Lights These Huts 
in the Philippines 


Few utility companies have gone further 
than this to make electricity available to 
customers of simple means. 
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Value of Trusteed Property 


trust institutions and others based 

upon estimates as to the value of 
their trust business are, upon analysis, 
found to be capable of misuse with great 
harm to the public. The error in the 
situation is in giving the public a greatly 
exaggerated idea of the value of prop- 
erties held in trust by trust institutions, 
and a completely erroneous idea of the 
power and control of these institutions 


ist TLY figures given out by 


THE ii 
| CITY BANK 


OF CLEVELAND 
Ca leueland i Odes Sounded 1845 


Cash and due from Banks 


(Direct and Fully Guaranteed) 
Unpledged 


Pledged to secure Trust Funds 
and Public Funds . 


matures within two years) 


Loans and Discounts 


Accrued Interest . 


Customers’ Liability on Acceptances and Letters of Credit . 


Other Assets 


Capital Stock — Preferred . 

Capital Stock — Common . 
Surplus . 

Undivided Profits 
Preferred Stock Dividend pee 
Reserve for Contingencies, etc. . 


Other Deposits 


STATEMENT 
OF CONDITION DECEMBER 3lst, 1934 


RESOURCES 


United States Government Obligations 


Other Securities (of which $8,315,713.07 


Capital Stock of the National City Building | Co. 


LIABILITIES 


Reserve for Taxes, Interest, and Other Expenses 

Deferred Credits and Other Liabilities . . 
Acceptances and Letters of Credit Executed for Customers . 
United States Government Deposits Secured . 


Demand and Time Deposits Unsecured . 


Trust Funds and Public Funds Secured . 


over wealth, over corporations and gov- 
ernmental subdivisions by reason of the 
concentration of trust funds. Figures of 
values of properties held in trust insti- 
tutions, if simply shown in the aggre- 
gate and not classified, look very large 
and misleading unless broken down to 
get at the real truth. 

Trust institutions hold securities and 
other property in their capacity as trus- 
tees under bond issues, agents and de- 


$36,861,066.55 


$22,887,922.29 


19,140,873.80  42,028,796.09 


19,221,837.34 
2,477,816.35 
19,053,165.26 
500,954.27 
1,379,230.64 
325,014.45 
$121,847,880.95 


$4,000,000.00 
4,700,000.00 
1,026,636.22 
307,091.19 $10,033,727.41 
40,000.00 
1,045,306.23 
41,855.37 
84,579.33 
1,379,230.64 
9,593,500.00 


$91,058,886.77 
8,570,795.20 99,629,681.97 


$121,847,880.95 


positaries under reorganizations, bond- 
holders’ and stockholders’ protective 
agreements, escrow agents, agents under 
recapitalization arrangements, as safe- 
keeping agents, investment management 
agents, as executors, administrators, 
trustees, committeeships, guardian- 
ships, conservatorships and court de- 
positaryships. 

Obviously securities held in safe- 
keeping, under investment manage- 
ment, escrows, reorganizations, bond 
and stock depositaryships and recapi- 
talization arrangements, which are 
purely agency or bailee functions with 
no title or use in the trust institution, 
should not be included in any figures of 
trust funds. Rarely, if ever, are secu- 
rities held in these capacities voted by 
the trust institution, except solely un- 
der the direction of the principal, and 
therefore form no part of trust assets 
that may properly be said to be trust 
institution controlled. 

Securities held by trust institutions 
in their capacity as trustees under bond 
issues consist of collateral, muniments 
of title, sinking fund assets, unissued 
bonds, cancelled bonds and perhaps 
refunded bonds. The trustees have no 
control whatever over such securities, 
except perhaps for a limited time in case 
of default. Almost uniformly when 
stocks are so held, these stocks are 
voted by the principals and not by 
the trustees. 


TEMPORARY HOLDINGS 


SECURITIES and properties held in 
the capacity of executor, administrator, 
trustee, committee, guardian, conserva- 
tor or court depositary are of various 
kinds. Securities and properties held as 
executor and administrator should be 
separated from other trust assets and 
not viewed as properties controlled by 
the trust institution with accompanying 
power, for the reason that a vastly 
greater part of all estates are paid out 
and distributed as rapidly as the estates 
can be settled, and only a small portion 
of such estates finally passes into trusts. 
In getting at the real values held by 
trust institutions in trust, this con- 
stantly moving volume should be shown 
separately from the controlled trust 
funds so as not to be regarded as part 
of the aggregate wealth held in trust 
institutions and controlled by them. 
Securities held as committee, guar- 
dian, conservator or court depositary 
are handled under court direction and 
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By HENRY A. THEIS 


Vice-President of the Guaranty Trust 
Company, New York City 


therefore they should not be included 
as wealth controlled by trust institu- 
tions. 

The securities held as trustee either 
under testamentary or court trusts and 
voluntary or living trusts are controlled 
in accordance with the terms of the in- 
strument. Some instruments provide 
that the investments shall be made by 
the trustee upon direction of a person 
other than the trustee. Some provide 
that the investments shall be made by 
the trustee and a co-trustee acting 
jointly; some provide that the invest- 
ments shall be recommended by a per- 
son other than the trustee, with power 
in the trustee either to consent to such 
recommendations or to veto them; some 
provide that investments shall be lim- 
ited to those authorized by state laws; 
others provide that the investments 
shall be made under the sole responsi- 
bility of the trustee himself, and with 
full or partial discretion as to the type 
of investments to be made. 


REVOCABLE TRUSTS 


MANY voluntary or living trusts are 
revocable, permitting the grantor to 
resume title and possession of the trust 
property at any time. Therefore, secu- 
rities held under direction trusts, trusts 
with responsibility with co-trustees, 
consent trusts and revocable voluntary 
or living trusts should be eliminated 
from the figure of aggregate wealth held 
in trust institutions and controlled by 
them. Certainly, so long as a trust in- 
stitution does not control the invest- 
ments it holds, it has no influence over 
any corporation whose securities it 
may hold. 

This leaves the securities held under 
sole responsibility trusts with either full 
or partial discretion as to investments 
in the trustee. It is only in this class 
of trusts that there is any measure of 
control in the trustee. Even here it is 
not as great as is generally supposed. A 
large number of the existing trusts are 
confined to investments authorized by 
state laws. Most trust investments are 
in bonds and in bonds and mortgages on 
real estate, so that not much voting 
power finally rests in the trustees. Only 
a few states permit stocks for trust in- 
vestments. On the whole no large vol- 
ume of stocks is purchased for trusts 
even where the trustee has the author- 
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ity. Therefore, the voting power of trus- 
tees based upon control over stocks held 
in trust is relatively slight. 

It must be evident that trust institu- 
tions do not have and do not exercise 
any control over states, counties or 
cities whose bonds they buy in the 
market for trusts. Holding bonds of cor- 


porations gives them no control or 
power over these corporations; and, 
when it is understood to what a limited 
extent these institutions scattered over 
the country have voting power of stocks, 
it will readily be understood that there 
is no concentrated power there. 
Furthermore, most states have laws. 
prohibiting property to be held in trust 
in perpetuity, except for charitable and 
educational purposes, and most states 
have rules limiting the time property 
can be held in trust for individuals, 
thereby compelling within a compara- 
tively brief space of time the ultimate 
distribution of the property. 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, December, 31, 1934 


RESOURCES 


Cash on Hand and Due from 


Other Banks 
U.S. Government Obligations, 


direct and/or fully guaranteed 148,734,657.64 
Federal Intermediate Credit Bank 


Securities 
Other Securities 


Stockin Federal Bank 


Loans and Discounts 
Real Estate Mortgages 
Overdrafts 


Accrued Interest Receivable—Net and Prepaid 


Expenses 


Customers’ Liability / Account of Acceptances and 


Letters of Credit 
Other Resources . 


TOTAL RESOURCES > 


. $ 93,628,337.10 
$242,362,994.74 


8,393,787.93 
2,295,296.18 
675,000.00 
39,283,008.55 
9,262,787.90 
6,305.12 


1,414,864.09 


596,784.08 
155,860.10 


$304,446,688.69 


LIABILITIES 


Commercial, Bank and Savings $236,705,367.59 
Deposits secured by Pledge of 


Deposits: 


U. S. Government Securities: 


Treasurer—State of Michigan 


U. S. Government 


Comptroller of the Currency 


— Trust Funds 
Funds of Trust Department 
National Bank of Detroit. 
Other Public Deposits 


Receiver’s and Trustees’ Divi- 
dend Disbursement Accts. . 


Capital Account: 
Preferred Stock (Paid in) 
Common Stock (Paid in) . 
Surplus (Paid in $5,000,000.00 
—Earned $750,000. 00) . 
Undivided Profits (Paid in) 
Undivided Profits (Earned) 


9,713,162.90 
9,771,330.67 


2,580,726.71 


715,196.30 


4,207,127.03 $263,692,911.20 


13,538,636.31 


. $ 11,750,000.00 


5,000,000.00 


5,750,000.00 
2,500,000.00 


458,073.90 25,458,073.90 


Reserve for Common Stock Dividend No. 1, 


payable Feb. 1, 1935 


Reserve for ‘Expenses | and Preferred Stock 


Dividends 
Reserve for Contingencies 


Our Liability Account of acca and Letters 


of Credit... 
TOTAL LIABILITIES 


500,000.00 


368,286.31 
290,346.89 


598,434.08 
$304,446,688.69 


Meet the Infrequent Depositor 


_ have long realized that they 
have on their books the names of 
valued depositors who have never met 
an officer. They have also been aware 
that many of these depositors carry 
large balances; as their accounts are 
ordinarily inactive, they are desirable 
from an upkeep standpoint, which also 
makes them highly profitable. 
Although these depositors are among 
the most desirable a bank can have, 


they are at the same time insecurely 
attached to the bank because they have 
no personal acquaintance with one or 
more of its officers. Their calls are made 
at infrequent intervals, and generally 
for the purpose of verifying their bal- 
ances. When they call they remain only 
a few minutes, then quietly withdraw, 
and remain away for weeks or even 
months. Theirs is the nest egg or re- 
serve-for-emergency type of accounts. 


The Royal Bank 
of Canada 


HEAD OFFICE: MONTREAL 


Str Hersert S. Hort 
Chairman of the Board 


Morris W. WILson 
President and Managing Director 


Hon. A. J. Brown, K.C. G.H.Duccan Sypney G. Dosson 


Vice-President 


Vice-President 


General Manager 


Condensed Annual Statement 
As on November 30, 1934 


ASSETS 


Cash on Hand, in Banks and in Central 


Gold Reserves- - 


$165,683 ,032 


Government and Municipal Securities 


and other Bonds and Stocks -_ - 


CallLoans - - - - 
Commercial Loans - - 
Bank Premises - - - 


163,151,556 
53,337,699 
333,095,616 
16,833,331 


Liabilities of Customers under Letters 


of Credit and other Assets- - - 


26,322,671 
$758,423,905 


LIABILITIES 


Capital, Reserve and Undivided Profits 
Notes of the Bank in Circulation- - 


Deposits - - - - 


Letters of Credit and Other Liabilities 


$ 56,506,805 
33,221,807 
637,479,211 
31,216,082 


$758,423,905 


Banks have tried various plans of 
forming an acquaintance with this type 
of depositor, but have usually failed. 
They have sent letters requesting that 
the depositor make himself known to 
an officer the next time he is in the bank. 
This has been unsuccessful for the rea- 
son that by the time the customer has 
business which makes it necessary for 
him to call, he has either forgotten the 
invitation or has failed to see the im- 
portance of it. 

Another plan used with no greater 
success has been to place upon the teller 
the responsibility of introducing the 
depositor when he makes his next call. 

What banks have long needed to 
effect desirable meetings between de- 
positors and officers is a plan which, 
besides being practically fool-proof, 
actually informs the teller when the 
depositor is before him that the cus- 
tomer is to be introduced to an officer 
before he leaves the bank. This plan 
is now available and is being used with 
great success. 

The accounts of those depositors 
whom officers wish to meet are 
“flagged,” that is, there is attached to 
the bank’s record card or ledger sheet 
of the account an identifying tab which 
signifies to the teller that an officer 
wishes to meet the depositor. This dis- 
tinguishing sign can be any color or 
design agreed upon, and can be at- 
tached to the customer’s ledger sheet 
at a point where it will be readily 
distinguished even on a casual reference 
to the account and its purpose instantly 
realized by the teller. 

In some banks, the officer or officers 
who desire to meet this type of de- 
positor go through the various deposi- 
tor’s ledgers and select accounts of 
customers they wish flagged. As long as 
these flags are kept on the accounts it 
makes no difference when the customer 
calls—within a week, a month, a year, 
or several years. The flag is always 
there, and the teller knows what it 
signifies. 

The plan is simple and the cost 
nominal. There is nothing for the teller 
to memorize and accordingly nothing 
for him to forget. 

This same plan is also being used in 
special cases where a bank officer wishes 
to meet a certain customer for an inter- 
view regarding such matters as credit, 
loans, etc. 

Flag an account and your work is 
done until the customer calls. 
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Investment Returns 


HEN a life insurance company re- 

duces the rate of interest on which 
premium rates, cash values and other 
items are computed it affects something 
more than the whole life insurance 
system. 

The announcement by several of the 
largest companies in the country, prob- 
ably foreshadowing similar action by 
others, that the rate of interest on 
which new policies will hereafter be 
based is to be 3 per cent instead of 3.5 
per cent indicates a change that is not 
only of extreme importance to prospec- 
tive insurance buyers but also to the in- 
vestment field. It is practical recogni- 
tion of a fact, realized by bankers in the 
past four or five years, that earnings 
from conservative investments, for a 
considerable period at least, will be 
lower than those realized previously. 

Controversies over interest rates, 
paid and charged, reflect the same 
situation. As the head of a large New 
York bank has said in reviewing the 
last year’s business of his institution: 
“Every time a loan is paid off it cannot 
be replaced at the same rate and every 
time a bond matures it cannot be re- 
placed with another bond with as high 
a coupon, owing to fundamental condi- 
tions beyond our control.” In short, 


F.T.C, 


Ewin L. Davis, former vice- 
chairman of the Federal Trade 
Commission, became chair- 
man of that body on January 1 


there has been a change in basic condi- 
tions in the investment world. 

To some extent new conditions grow 
out of a lack of demand for funds from 
industry and commerce. In a general 
way they are a result of the easy money 
policy followed by the Government for 
the past four years. The devaluation of 
the dollar has accentuated conditions 
leading to the change. At all events the 
situation is a fact of which institutions 


depending upon investment earnings 
for their existence and prosperity must 
take cognizance. 

The decreased earning power of 
money in recent years is due to the in- 
crease of money seeking investment and 
the decrease in opportunities for profit- 
able investment. Uncertain business 
conditions also have tended to induce 
investments in the highest classes of 
bonds and other fixed return securities, 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
December 31, 1934. 


RESOURCES 


Cash and Due from Banks 


U.S. Government Securities 


$111,759,696.53 
207,383,889.90 


(Includes Bonds Guaranteed by the United 


States Government) 


State and Municipal Bonds 


Other Securities 


Loans and Bills Purchased 


Mortgages 
Banking Houses 


Other Real Estate Equities 
Customers’ Liability for Acceptances 
Accrued Interest and Other Resources 


¢ 


20,569,637.13 
50,180,281.58 
149,989,598.36 
25,383,939.09 
15,687,500.09 
4,444,591.95 
16,272,678 62 
3.075,387.19 


$604,747,200.44 


LIABILITIES 


Capital 


Surplus and Undivided Profits . . . . 


Capital Notes 
Reserves 


Dividend (Payable January 2, 1935) . 


Outstanding Acceptances 
Deposits 


$32,935,000.00 
10,297 ,483.19 
25,000,000.00 
18,574,777.86 
411,687.50 
17,211,521.98 
500,316,729.91 


$604,747,200.44 


HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 
Member New York Clearing House Association 


February 1935 


a 
HARRIS & EWING ie 


A tradition of friendly relationships 
carried through 45 years 


N ITS CONTACTS with customers, since 1889, officers and 
employees of The Northern Trust Company have made 
available a close, individual banking counsel rendered with 


sincere friendliness. Growth has not altered these relation- 

ships. As Chicago correspondent for many conservative banks 

this institution is privileged to serve in the same tradition. 
Inquiries are invited from additional out-of-town banks. 


THE NORTHERN | 
TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS... CHICAGO 


thus lifting the prices of such securities 
and depressing the return on them. The 
outstanding example of this is in the 
banks in which, despite an increase of 
around $8,000,000,000 in holdings of 
United States bonds in five years, 
enormous reserves are held for invest- 
ment. 

The life insurance companies are per- 
haps the next most impressive example. 
In the past year the 49 leading com- 
panies holding more than 90 per cent 
of the total assets of all American legal 
reserve companies received as premi- 
ums, earnings on ‘investments and 
otherwise $3,600,000,000 of new money. 
They paid out $900,000,000 to benefi- 
ciaries and $1,800,000,000 as dividends 
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and other disbursements to policy hold- 
ers. They thus had about $900,000,000 
for new investments. In addition they 
received during the year the repayment 
of $104,000,000 previously put out in 
policy loans and premium notes. Al- 
together they had over a billion dollars 
of new money for which investment had 
to be found. All of this could not be 
placed, the result being that their cash 
on hand increased by about $75,000,000 
to a total of $550,000,000 or nearly five 
times the amount held in 1929. Of the 
rest $663,000,000 went into United 
States Government bonds. 
Developments in investment shifts of 
the companies in 1934 were in line 
with those of the previous four or five 


years, but at an accelerated rate. The 
most notable change, as might have 
been anticipated, has been in mortgage 
loan investments. The peak of these in- 
vestments in proportion to the com- 
panies’ assets was in 1927, when they 
held $1,982,548,000 in farm loans and 
$3,701,634,000 in other mortgages, the 
total of $5,684,182,000 constituting 
43.1 per cent of their total assets. Their 
mortgage holdings in actual amount in- 
creased to $7,088,978,000 in 1931 but by 
that time they amounted to only 38.4 
per cent of total assets. From 1927 on- 
ward farm mortgages, at that time 
amounting to $1,982,548,000 or 15 per 
cent of their total assets, steadily de- 
creased and at the end of 1934 amounted 
to only $1,165,000,000 or about 5.8 per 
cent of the assets. Urban mortgages, 
however, increased until 1931 when 
they totaled $5,253,453,000 or 28.5 per 
cent of the assets. At the end of 1934 
they were placed at $4,342,000,000 or 
21.7 per cent. 


MORTGAGE POLICY 


IT can hardly be said, however, that 
this decrease represents a change of 
policy with respect to mortgages, al- 
though there has possibly been a change. 
During 1934 the decrease in mortgages 
held amounted to $735,000,000, but 
holdings of real estate, presumably al- 
most entirely the result of foreclosure or 
voluntary transfer by debtors, increased 
by $446,000,000 and a very large part of 
the refinancing of farm mortgages by 
the land banks through the Federal 
Farm Mortgage Corporation and of 
residential mortgages by the Home 
Owners’ Loan Corporation has been of 
mortgages held by the life insurance 
companies. The exact amount of this 
refinancing is not known but it seems 
evident that the companies wrote a 
considerable amount of new mortgage 
loans during the year, 

While mortgage loans still constitute 
over a quarter of the total assets of the 
companies the reduction of their mort- 
gage holdings from around 40 per cent 
to between 25 and 30 per cent has un- 
doubtedly cut into their earnings con- 
siderably, especially since the earnings 
of acquired real estate are somewhat 
doubtful. The more patent reduction in 
earnings results from the class of invest- 
ments into which the companies could 
put their funds. They increased their 
holdings of United States securities by 
$664,000,000 to a total of $1,468,000,- 
000, and United States securities do not 
earn much. They increased their hold- 
ings of state, county and municipal 
bonds by $218,000,000 and the latter 
now total more than $1,000,000,000. 
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AS nations become older and their institutions become 
more stabilized there is a general tendency toward lower 
earnings from investments. To some extent this is due to 
decreased risk. It is also due to increased wealth, with de- 
creasing opportunities of employing it profitably. 


Last year their holdings of Cana- 
dian bonds rose $10,000,000 to $450,- 
000,000 but their portfolio of foreign 
bonds was cut $3,000,000 to $14,000,000 
as compared with $36,397,000 in 1929 
and $138,953,000 in 1916. They in- 
creased their ownership of railway 
bonds and stocks by $41,000,000 to 
$2,929,000,000 or about 14.6 per cent of 
their assets. Public utility stocks and 
bonds showed a net increase of $85,- 
000,000, making the present total 
$1,913,000,000, while other stocks and 
bonds increased $155,000,000 to $736,- 

| 000,000. Altogether, corporate stocks 
and bonds rose $281,000,000 during the 
year to a total of $5,578,000,000 or 27.8 
per cent of the assets total as compared 
| with 27.5 per cent at the end of 1933 and 
very close to that proportion for the 
| past five years. 
| Policy loans and premium notes, 
which have been steadily increasing 
since 1924 when they amounted to 
$1,190,822,000 and constituted 12.3 per 
cent of the assets, reached their climax 
at $3,419,000,000 or 17.8 per cent of the 
assets at the end of 1933. In 1934 there 
was a decrease of $104,000,000, drop- 
ping the percentage to 16.5. 

In the past five years, accordingly, 
the investments of life insurance com- 
panies have been modified in propor- 
tional holdings as indicated by the fol- 


lowing percentages: 
1929 1934 
Per Per 
cent cent 
Farm mortgages............ 12. 5.8 
| Other mortgages............ 30. 21.7 
United States securities... ... 2; 7.3 
State, county and municipal 
| 3.4 
Canadian bonds... . 2.3 2.3 
| Foreign bonds... ... <a 
Railroad securities... . . 
| Public utility securities... . .. 9.5 
Other securities............. 2.6 | 
Policy loans and premium 
Loans on collateral.......... on 0 
Other admitted assets....... 44 2.9 
| 
100.0 100.0 


Generally speaking, the change has 
been largely from mortgages to bonds 
and otherwise from long to short term 
investments. It should be noted that 


February 1935 


between the end of 1929 and the end of 
1934 total admitted assets of these 49 
companies increased from $17,482,309,- 
000 to $21,800,000,000, and a decrease 
in the percentage of holdings in some 
cases does not mean an actual decrease 
in the amount of securities held. The 
percentage of investments in railway 
stocks and bonds, for example, fell ap- 
preciably but the actual amount of 
such securities held in the two years in- 
creased from $2,848,610,000 to $2,929,- 
000,000. 

Several factors have contributed to 
these shifts in investments, and Gov- 
ernment activities are among them. 
Holdings of farm mortgages by the com- 
panies began to decrease two years be- 
fore the depression and this decrease 
can probably be ascribed to the opera- 
tions of the Federal land banks. From 
1928 on, however, there was a general 
decline in farm mortgage indebtedness 
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Cash and Deposits with Others 

United Scaces Government Obligations 
U S. Bonds to Secure Circulation 
Municipal and Land Bank Securities 
Other Sccurities 

Scock Federal Reserve Bank 

Loans and Discounts 

Interest Earned—Uncollected 
Investment in Banking Premises---- 
Building Bonds Owned (Entire Issue) 
Furniture and Fixcures 

Other Real Escace 

Customers Liability—Letters of Credit 
Assets in Liquidation 

Other Resources 


ForrWorit NATIONAL 
Bank 


Statement of Condition as of December 31, 1934 


RESOURCES 


due to foreclosures, voluntary relin- 
quishment and other liquidation, which 
accounts for some of the decrease in 
their farm mortgage holdings. 

A Urban mortgage holdings, which in- 
creased until the end of 1931, decreased 
between 1931 and 1932 by $158,000,000, 
between 1932 and 1933 by $311,000,000 
and between 1933 and 1934 by $399,- 
000,000. The Home Owners’ Loan Cor- 
poration commenced operations in Sep- 
tember, 1933, but closed refunding loans 
of only about $105,000,000 during that 
year. Refunding loans in 1934 amounted 
to nearly $1,750,000,000. Thus, pre- 
sumably, the bulk of the decrease in 
urban mortgage loans in 1933 was by 
way of foreclosure while that in 1934 
was probably due mostly to refinancing 
with the Government agency. 

Lower investment earnings for in- 
surance companies are, of course, in 
keeping with lower earnings of banks, 
but it is probable that the condition of 
the former is more permanent. The 
banks have some prospect that in time 
commercial and industrial borrowing 
will be renewed at rates which will per- 
mit the earning of a living wage. The 
insurance companies are more in the 
position of all institutions which depend 
upon endowments of any sort. 


$10,599, 166.52 
6,271,918.45 


260,651.57 
112,500.00 
15,108,111.76 
98,813.05 


1,940,001.00 


$39,233,515.77 


LIABILITIES 


U. S. Government 

Seace, County and City 
Letters of Credit—Issued or Guaranteed 
Circulating Notes Outstanding 
Interest Collecteed—Unearned 
Reserve for Interest, Taxes and Expenses 
Capital Account : 


Surplus 


$21,017,887.16 
- 9,335,360.77 
1,910,367.01 
1,801,250.67  $34,064,865.61 
1,000.00 
1,229,730.00 
56,297.69 
97,682.94 


533,939.53 3,783,939.53 


$39,233,515.77 
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Why Not 
ONCE FOR ALL 


End Storage 
Filing Worries 

@ Systematize That 
Storage Vault 


® Get Order in 
That Basement 


Easily, Quickly 
At Lowest Cost @ 


O TROUBLE to keep 
your storage vaults in 
perfect order, to do storage 
filing of any kind, when you 
use LIBERTY Boxes. Any 
size of box you need is avail- 
able, labels are already at- 
tached, labelling strips are 
furnished, and without ty- 
ing you can semi-seal the 
boxes. Records are then safe 
from loss or damage, free 
from dust and mildew, al- 
ways in order and ready for 
instant reference if needed. 
LIBERTY Boxes alone give 
every storage filing service 
needed — that’s why they 
are used by morethan 533,- 
000 leading banks and busi- 
ness firms, from coast to 
coast. 


Note the nine LIBERTY Boxes il- 
lustrated. Twenty-two standard 
sizes — for standard office and fac- 
tory forms—are available. Any 
special size wanted 

order. All LIBER 

made of the highest quality, water- 
proofed, corrugated fibre board, 
strongly tape reinforced. Records 
are simply lifted from reference files 
and placed in LIBERTY Boxes. 


FREE SAMPLE BOX 


Why not¥investigate this LOWEST-COST, syste- 
matic way to do storage filing? The method others 
find best should also prove best for you. Sample box 
and full information sent on request — no obligation. 


BANKERS BOX CO., Inc. 
536-538 S. Clark St., Chicago, Ill. 


Please send free sample LIBERTY Storage Filing 
Box and full information. No obligation. 


I prefer size for 


Attention of 


A Personnel Experiment 


i bee young men now working in a 
bank are being trained, without 
their knowledge, for positions of im- 
portance and responsibility in the bank- 
ing organization. 

They are material for an interesting 
and novel personnel experiment which 
the bank has undertaken in its search 
for members of the staff who are best 
fitted for promotion. Only four of the 
bank’s officers know the men’s identity; 
in fact, only those four know of the ex- 
periment. 

The ten were selected, obviously, be- 
cause they were regarded as the most 
promising candidates for advancement. 
What offices they will eventually fill de- 
pends on themselves. Some will stop far 
short of the top; perhaps one or two will 
some day sit at officers’ desks. 

The reasons for secrecy are easily 
discovered. The bank does not wish the 
men to know they are being watched, 
preferring to let their abilities be 
demonstrated in the normal course of 
bank operation. Thus they are under 
no competitive strain, there is no rivalry 
among them, no self-conscious effort, 
and none of their colleagues is jealous. 
Thert is no incentive to “show off.” 
Day by day they are working out their 
own future. 

“Frankly,” said an officer, “I wish 
we had more than ten such men, for I 
believe our bank needs the best man 


power it can muster. We have been 
through a period of great contraction. 
Is it not time to be rebuilding? What we 
are tomorrow depends on the boys and 
men we ourselves can develop.” 

The system works out simply. When 
an employee is selected for special at- 
tention by virtue of his record the per- 
sonnel manager sees that he gets a varied 
experience, with frequent change of 
duties. Advancement from one depart- 
ment to another is as rapid as the man’s 
ability warrants. It stops if he reaches a 
job that reveals a deficiency in his 
equipment, but otherwise there is no 
limit to his progress. If he fails in any 
particular assignment and is therefore 
dropped from the training class, no one 
knows it but the four officers. On the 
other hand, if he makes a brilliant 
record he is unaware of his success, be- 
lieving that his frequent moves from 
department to department are due to 
the normal requirements of routine. 

The bank organized the first special 
group about three years ago. There have 
been numerous changes in the member- 
ship during that time, but on the whole 
it has been found that the “natural se- 
lection” method works. Several young 
men thus culled from the rank and file 
are working their way toward the top, 
thus rewarding the bank for its efforts 
and themselves for their marked fitness 
to serve in the banking profession. 


HAWAII AND THE PHILIPPINES 


Samuel Wilder King (left), delegate to Congress from Hawaii, plans a 
movement to make his territory the 49th state. Francisco Delgado is 
the new resident commissioner of the Philippine Islands 


WIDE WORLD 


BANKING 


VOUCHER: 
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Modernization 


Loan Prospects 


HOUSE to house canvass of sev- 

eral hundred Long Island homes 
brought a comfortable volume of mod- 
ernization loans to the enterprising 
bank that adopted this method of get- 
ting business. Also, it provided the in- 
stitution with a fat file of prospective 
customers who said they might be in- 
terested in undertaking repair jobs in 
the Spring. 

When the campaign opened last 
Summer the Forest Hills National 
Bank (New York) recognized an op- 
portunity for profit to itself and for 
service to the metropolitan communi- 
ties in which it is active. Vice-President 
Henry F. Homeyer organized an inten- 
sive drive throughout the bank’s terri- 
tory, basing his plans on the theory 
that the project could best be handled 
by salesmanship. 


THE CAMPAIGN 


IT was decided that the repair loan 
business dovetailed neatly with the 
small loans department’s work and 
could be handled with a minimum of 
work by the clerical staff in that 
division of the bank. Mr. Homeyer 
hired three men to make a thorough 
canvass of half a dozen residential dis- 
tricts in which the bank did business. 
These prospective salesmen got their 
background from Federal Housing Ad- 
ministration literature. 

For four months they did nothing 
but visit home owners, calling their 
attention to the advantages of house 
repairs and improvements and to the 
facility with which qualified borrowers 
could obtain the necessary funds from 
the bank. They found that their work 
closely resembled solicitation of orders 
for a commercial product and that in- 
telligent sales talk brought business. 

Between 1,000 and 1,500 homes were 
covered in this manner, with the result 
that the bank has several hundred loans 
either actually on its books or in pros- 
pect. Many home owners said they 
would be interested in considering a bit 
of repair work when the weather be- 
came more seasonal for such jobs, and 
so the bank has a substantial backlog of 
prospective customers. 

It plans to have the canvassers re- 
visit these people just as soon as Spring 
turns the thoughts of property owners 
to paint, plaster, cement and lumber. 


February 1935 


“Tl be with you in a jiffy” 

In record time, the telephone takes you to friends or 
business associates. They may be just up the street or 
across the continent. The average time for making a 
Long Distance connection is one and a half minutes 
—about half the time it took in 1929. Making your 
telephone service faster is one of the ways the Bell 
System is making it better. 


Bell Telephone System 


BANK of the 


MANHATTAN COMPANY 
New York 


Statement of Condition December 31, 1934 


ASSETS 
Cash and Due from Banks and Bankers . . $195,532,744.79 
U. 8. Government Obligations, Direct and F ‘ully Guaranteed. - 111,385,775.69 
Acceptances of Other Banks . ‘ 
Obligations of the State of New York 
Other Public Securities . ‘ 
Other Securities . 
Demand Loans Against Collateral 
Loans and Discounts. 103, '022,514.24 
Other Real Estate Owned . Se 2,866, 192.95 
Customers’ for Ac cceptances (les 38 Anticips ations) 15, 586, 
Other Assets 8 


$583,607, 955, 


LIABILITIES 


Reserve for Contingencies . 3,534, 103.57 
Dividend Payable January 2, 1935 750,000.00 
Certified and Cashier's Checks | 97,274,011.69 
Other Liabilities, Reserve for Taxes, 2,710,018.81 


$583,607 ,955.84 
Of the above assets, $77,978,866.53 are deposited to secure public 
and trust deposits and for other purposes required by law. 
Member New York Clearing House Association 
Member Federal Reserve System 


| 
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The Cost of Banknote Circulation 


OW that even small banks are bur- saving taxes on it while retaining the will yield more than the same bonds 


dened with excess reserves, scores circulation bonds for possible future with it, calculated as follows: 


of national banks in smaller cities and 
towns are confronted with the neces- 
sity of analyzing the cost of their 
banknote circulation in relation to the 
income from it. Large metropolitan 
banks, similarly burdened with reserves 
continuously in excess of legal require- 
ments, are using such reserves, or a 
portion of them, to retire circulation, 


HOW TO SHIP 


AIR EXPRESS 


© Make up packages as 


for rail shipment. 


fa) Telephone Air Express 
Division of the Railway 
Express Agency, or call a 
Western Union messenger. 


&) Door to door pickup and 

special delivery in prin- 
cipal cities at no extra cost. 
Packages are sent via first de- 
parture on fastest schedule, air 
or air-rail to any point in the 
United States. 


Air express travels at a 
speed of 2300 miles over- 
night! Practically all types 
of merchandise pene 


C. O. D., Prepaid or Collect. 


Flown in 3-mile-a-minute multi- 
motored passenger planes of United 
Air Lines and other lines. 


For Local Schedules and New Low 
Rates Telephone 
Air Express Div. of the 
Railway Express Agency 
(or call Western Union) 


Add a new word to your telegraph 
code: AIRYX. Means “Ship by 
Air express, div. Ry. Express agcy”’. 


resumption of circulation. In the mean- 
time interest is collected on them free 
of expense or the tax deductions which 
circulation involves. The big banks are 
advising their correspondents to do 
likewise. 

Whether they should do so or not 
depends entirely upon the average 
amount of their excess reserves, which 
probably will be with them for a long 
time. If the average excess reserve 
greatly exceeds circulation, theoreti- 
cally and actually they have no em- 
ployment for their note circulation and 
they had better retire it. 

Circulation profits and costs may be 
calculated in several ways. If bonds to 
secure it have to be bought—let us say 
U. S. Consol 2s—at a price of 100%, 
and circulation issued, the cost would 
work out as follows on the basis of 
$50,000 circulation: 


Tax of 4% 
Premium to be amortized. 
Expense, say 


Cost of $50,000 circulation $800 


The income and net profit on the 
same basis would work out thus: 


Interest at 2% 

Interest on $47,500, being 
$50,000 less 5% redemp- 
tion fund, at 3% average 


Total income 
Deduct expense 


Net profit (which is 
3.25% on the invest- 
ment in this case)... $1,625 
The return on the investment may 

be raised, of course, by not amortizing 

the $500 premium in the first year, but 
spreading it over two, three or five 
years, but the whole matter hinges 
upon the ability of the bank to employ 
the $47,500 circulation at any interest 
rate. If any return can be had for ex- 
cess funds, the circulation carries a 
profit if such return on the $47,500 is 
over 1 per cent. If only 1 per cent can 
be had, and if the expense is $50 and 
the tax $250, and if the premium is 
amortized in two equal annual por- 
tions, there will be a “loss”’ in the sense 
that the bonds, without circulation, 


Income from bonds 
Income from $47,500 circu- 
lation at 1% 


Amortization, Ist yr. .... 
Expense 


Net profit on circ 
Income from bonds with- 
out circulation 


Loss on circulation 


The smaller national banks are loth 
to give up their circulating notes, for 
one reason because they have always 
had them and, second, because it is felt 
there is advertising value in them. This 
question of advertising value is a matter 
of opinion, but a good many national 
banks have come to the conclusion that, 
while it may exist, it is not sufficiently 
valuable to pay for in these periods of 
low returns on a bank’s stock in trade, 
its employable funds, necessitating 
close watching of all cost items. 


S.E.C. 


Professor William O. Douglas 
of the Yale law school is chief 
of the S.E.C. corporate reor- 
ganization division. He is in 
charge of the inquiry into pro- 
tective committees’ activities 
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$1,475 
Less: 
250 
50 
500 
50 
$1,000 
1,425 — 
$2,425 
800 
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Reading Room, New York Public Library 


Book Reviews 


The Taxation of Banks. By Lewis H. 
Kimmel. National Industrial Conference 
Board, 1934. Foreword by Virgil Jordan. 
148 pp. $2.50. 


R. KIMMEL, tax expert for 
National Industrial Conference 
Board, has presented in ‘“Tax- 

ation of Banks” the results of several 
years of study on the nature and effects 
of various methods of taxing banks in 
this country. This problem, which has 
engaged the attention of bankers for 
more than a decade, is a difficult one. 
The subject has been treated in the past 
largely as a legal question, whereas Dr. 
Kimmel emphasizes the “non legal 
factors.” He has made a distinct con- 
tribution to the discussion of this im- 
portant question, and his book should 
be useful to all bankers who want to 
familiarize themselves with the many 
aspects of bank taxation. 

In this study three important trends 
are recognized: (1) that from the prop- 
erty tax on share value to the income 
measure; (2) the trend from general 
property rates on share value to low 

‘and special rates on the same basis; 
(3) the trend towards exemption or 
special treatment of surplus and un- 
divided profits in states retaining the 
general property tax on share value. 
The shift referred to in (1) has resulted 
in a lower contribution by banks to 
state and local revenues. 

The imposition, of a tax on capital 
has tended, according to Dr. Kimmel, 
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to reduce the capital contribution to 
banks by shareholders who have sought 
to avoid higher taxes later. He holds 
that “the income measure in bank 
taxation provides greater flexibility in 
tax costs than other methods.” 

Joun M. CHAPMAN 


Economic Planning and the Tariff. By 
James Gerald Smith. Princeton Univer- 
sity Press, 1934. 331 pages. $3.00. 


_ book, besides presenting in an 
interesting and convincing manner 
the usual economist’s indictment of the 
tariff, brings out in addition some fur- 
ther and seldom-discussed aspects of 
this important problem. The sub-title, 
“An Essay on Social Philosophy”, 
indicates the way in which the author 
delves into the underlying ramifications 
and philosophy of the tariff. 

Bank failures are not often considered 
as a result of our high tariff policy. Yet 
the author, who is associate professor 
of economics at Princeton, convincingly 
shows that there may be a casual rela- 
tion between the two. In connection 
with branch banking as the solution of 
our periodic epidemic of bank failures, 
he considers this a “fetish” which does 
no credit to the new era doctrinaires 
who urge it as a cure-all. He says: 

“Far more important as a cause of 
rural bank failures [than the “inevitable 
tendency” toward larger size] during 


this recent epoch of bank failures [1922- 
1932] is the glaring truth that the 
liquidity of the assets of these banks 
was undermined by the conditions pre- 
vailing in agriculture during those 
years and in addition by the changes 
which occurred in the investment prac- 
tices of banks following the develop- 
ment of the new era banking philosophy. 
These conditions were brought about in 
large measure by our tariff policy. And 
far more important as a cause of the 
city bank failures during the later part 
of that sad period was the fact that cer- 
tain new era financial leaders allured the 
banking fraternity from sound com- 
mercial banking practices, and the fact 
that our national commercial policies 
resulted in an artificial and inflated 
price structure in this country.” 

After comparing our record of bank 
failures with those of Canada and Eng- 
land, where branch banking exists, one 
may or may not agree with the above 
conclusion, but one cannot deny the 
logic implicit in Professor Smith’s argu- 
ment. 

The author of this book considers the 
proper direction for reform of our eco- 
nomic system neither “back to laissez- 
faire” nor “forward to socialism.” A 
truly competitive economic system 
should be the aim of reform, a goal 
which can be reached only by positive 
governmental action. This action must 
result in-the elimination of the monop- 
olies which now exist in large part as 
a direct consequence of our tariff policy 
and also of other factors in our eco- 
nomic institutions, including many of 
the New Deal policies. 

RoBErRT S. HOLMES 
Oberlin College 
Oberlin, Ohio 


Books Received 


LABOR, INDUSTRY AND GOVERNMENT. 
Matthew Woll. D. Appleton-Century, 
1935. 341 pp. $2. 


THE INEVITABLE WoRLD RECOVERY. 
Harold Fisher. Doubleday Doran, 1935. 
253 pp. $2. 


FEDERAL ESTATE Tax LAW AND REGU- 
LATIONS. The Alexander Publishing 
Company, 1934. 


BuDGETING. Prior Sinclair. Ronald 


Press, 1934. 438 pp. $5. 


THE Economic CONSEQUENCES OF THE 
New DEAL. Benjamin Stolberg and 
Warren Jay Vinton. Harcourt, Brace 
and Company, 1935. 85 pp. $1. 
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Competitive Bid Purchasing 


Et is all very well to favor local in- 
dustry by having your checkbooks 
made up at home, but when the ques- 
tion presents itself of curtailing stock- 
holders’ purchasing power by reduced 
dividends, or of cutting the buying 
power of the staff by salary reductions, 
unless costs may be reduced at the 
expense of some local industry, less 
harm may be done in the end by doing 
some purchasing out of town—in the 
bigger cities,” said the cashier. ‘That 


is the only sensible way to look at such 
a question. 

“For years we had had checks done 
by a firm which, incidentally, was a 
respected depositor of the bank,” he 
continued. ‘“‘ They cost us about $15,000 
a year. We got so we included that $15,- 
000 as a non-reducible item of expense; 
never thought of cutting it. A couple of 
years back a city concern offered to do 
just as good work for less money. But 
the board thought the local concern 
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* ATLANTA 


The 
Sy NATIONAL BANK» 


GEQRGIA * 


We Solicit Your 


Western New York Business 


For seventy-eight years, we have rendered 
eminent and satisfactory service as financial 
agents in the Western New York territory. 
We solicit the handling of your affairs in this 
locality. Fully equipped in all departments 
of banking and municipal securities. 


Manufacturers and Traders 
Trust Company 


Buffalo, N. Y. 


ought to get the business even if it cost 
us a little more. But this year we found 
the work could be done for around 
$7,000 out of town and that was too big 
a saving to turn down offhand. There 
was no possible way by which such a 
potential saving could be compensated 
for either through the depositor’s ac- 
count or through general benefit to the 
bank through local industry. 

“We considered that the printer-de- 
positor was grossly overcharging, yet 
when we talked to him he said if he lost 
the contract it would throw out of 
work So-and-so and So-and-so. It would 
reduce local purchasing power by the 
annual cost of our checkbooks. He 
didn’t realize that if we continued to 
pay $8,000 more than we should be pay- 
ing it was the equivalent of reducing 
the purchasing power of our stockhold- 
ers or clerks, for we would have to com- 
pensate for it somehow. 

“We finally decided that our local 
man, because of his general business 
volume, couldn’t curtail so as to reduce 
buying power by as much as staying 
with him at an exorbitant price would 
reduce local buying power through us, 
but we decided not to contract direct 
with any one firm out of town, but to 
let the contract on a competitive bid 
basis. Invitations to quote were sent to 
all nearby firms in the business and to 


MINORITY 


Senator Charles L. McNary of 
Oregon is Republican leader in 
the Senate 
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selected city concerns. We finally let a 
city concern do the business, at less 
than half the former cost. 

“Competitive bid methods of pur- 
chasing can save a great proportion 
of the annual stationery and supplies 
bill, but local conditions will have to 
be the guide for banks in determining 
just how far they should go. It seems 
worthwhile only when applied to large 
annual items. 

“Banks are shining marks for local 
suppliers of all kinds who either have 
friends on the board or who have been 
doing the bank’s business for a longer 
period of years than one cares to think 
about, when one thinks at the same 
time of the cumulative waste entailed in 
payment of exorbitant rates. Surprising 
as it may seem, there are still many 
local business men who have a notion 
that, so far as banks are concerned, the 
depression never existed, the money 
there is still plentiful, and it is perfectly 
proper to charge 1929 prices, though it 
will be found that many of these same 
men are not paying 1929 wages.” 


Check 
Protection 


of a forged check for 
$250 resulted in a close study by one 
bank of just what its customers should 
know about checks. 

This bank’s investigation revealed 
that very few customers were aware 
that cancelled checks or other papers 
bearing their signatures were easily 
reproduced by means of ordinary car- 
bon paper. The bank issued a special 
folder explaining why it was using the 
best grade of change-proof paper and 
how the depositor could cooperate with 
the bank by writing amounts and names 
clearly. The safeguarding of mutual in- 
terests was stressed. 

More than 500 customers thanked 
the bank for the facts set forth in the 
booklet and expressed their apprecia- 
tion of the care taken by the institution 
to prevent losses to customers. The rela- 
tionship with many depositors was thus 
strengthened. 

The bank found that the customer 
whose signature had been forged was 
one of a large number who had care- 
lessly misused checks and had never 
fully appreciated the continuous service 
and protection banks offer. 
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“Past Due” 


A RATHER peculiar mishap in a 
Colorado bank resulted in a per- 
manent saving to that institution and to 
others which profited by the error. 

By mistake, a bookkeeper sent “past 
due” notices to a number of good bor- 
rowers whose notes were not in arrears. 
As a result, many of the bank’s cus- 
tomers appeared, making clear in no 
uncertain language that they neither 
needed nor desired further notices. 

After much explaining and some in- 


vestigating the cashier decided to take 
the borrowers at their word. He stopped 
sending advance notices, and his bank 
learned that almost 90 per cent of all 
its borrowers were quite familiar with 
the date their obligations fell due and 
needed no reminders. 

This banker says: “‘ We explain to all 
borrowers at the time of consummating 
payment loans that we do not send ad- 
vance notices. It not only encourages 
the good will of the customer by ac- 
knowledging his business acumen, but 
it saves the bank many dollars in the 
course of time. We saved $1,200, to be 
specific, the first year.” 


The A. B. A. Executive Council Meets 


at the 
BON -AIR-VANDERBILT 
April 14-17 


The special rate accorded the 
members attending the Spring 
Meeting will apply to those 
coming before the meeting 
and remaining until the hotel 
closes for the season. 


The Bon-Atr’s long experience in serving bankers and bank 
directors guarantees to you a most pleasant visit. Comfortable 
rooms, delicious food in an ideal climate make this the perfect 
spot for a winter holiday. Two splendid golf courses. 


Write today for particulars and literature to Andrew E. Martin, Mgr., 
Augusta, Ga., or The Vanderbilt Hotel, New York 


Bon-AIR-VANDERBILT 


AUGUSTA * GEORGIA 


The 


DAN CUPID? 


N oO ! It's merely the head 
bookkeeper, who is adept with 


bow and arrow, looking for the purchasing agent who 


specified that cheap ledger paper. The bookkeeper is go- 


ing to impress the point that the little extra that Resolute 


costs is more than saved in bookkeeping-department 


time and temper. Neenah Paper Company, Neenah, Wis. 
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The Personnel Investment 


sonnel problem is broader in 

large than in small banks, yet no 
banking institution escapes the neces- 
sity for an intelligent conduct of its 
employee relationships. 

Every bank must assure itself an 
adequate return on its investment in 
men and women. Hiring involves an 
expenditure of money as well as an out- 
lay of time and effort. To employ a per- 


( baer speaking, the per- 


son who proves to be a misfit in one job 
and then to discharge him without fully 
testing his capabilities in others is un- 
economic as well as unfair. 

Thus it is necessary to study em- 
ployee aptitudes. The adjustment of 
each staff member to the position he 
best fills and from which he can work 
for promotion may require patience, 
but it pays dividends in greater effi- 
ciency; every employer knows that the 
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essence of successful personnel manage- 
ment is to avoid putting aviators on 
coal trucks. 

Also, banks do not find it profitable 
to discharge an employee after a brief 
service. Even during a short period he 
has gathered some information on op- 
erating methods or other internal mat- 


-ters which the institution rightfully 


regards as its own property or which it 
shares with its customers. 

Although some turnover of the staff 
may be desirable in order that the bank 
may have access to as much material as 
possible, too frequent changes retard 
the operating machinery. Hence every 
banker knows that he must not only 
hire carefully but endeavor to develop 
each employee. It is a practical prob- 
lem, quite apart from moral or human- 
itarian considerations. 


ONE BANK’S SYSTEM 


ONE large institution which has 
evolved a carefully organized system of 
employee contacts has found that hu- 
manization rather than mechanization 
of the relationship is the better method. 
From its long experience in directing 
the work of thousands of men and 
women it has decided that although a 
system is necessary, the-human aspects 
of employment must be emphasized. 
Each individual must have ample op- 
portunity to display his or her capa- 
bilities. 

The bank maintains a record file for 
every employee. This includes a photo- 
graph, physical description, a compre- 
hensive employment application, school 
record, personal history, changes of 
work and inter-office correspondence 
relating thereto, a record of absences, 
and a capacity test which is a letter the 
employee wrote when hired stating why 
he believed himself fitted to work in the 
bank. 

In addition, the employee has a rat- 
ing sheet, a carefully devised chart on 
which the department supervisor and 
officer in charge estimate the individ- 
ual’s value to the organization. The 
qualifications and descriptions run as 
follows: 

_ 1. Attention to work. Effort, indus- 
try, dependability, application to daily 
duties, punctuality. 

2. Initiative. Ability to grasp situa- 
tions and to act without supervision; 
constructive thinking, valuable sugges- 
tions, aggressiveness, enthusiasm. 
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3. Quickness to learn. Ease of learn- 
ing new methods, of following direc- 
tions, adaptability. 

4, Speed. Rapidity and amount of 
work accomplished, promptness in com- 
pletion of work. 

5. Care and accuracy. Quality and 
neatness of work, freedom from errors, 
thoroughness. 

6. Cooperation. Attitude and ability 
to work with fellows, supervisors and 
subordinates, spirit of helpfulness, will- 
ingness. 

7. Appearance. Neatness of person, 
dress, carriage. 

8. Knowledge of job. Knowledge of 
own and related work, usefulness as a 
replacement, relevant education. 

9, Courtesy. Disposition, tact, gen- 
eral deportment and manners. 

10. Executive ability, present or 
eventual. Judgment, ability to inspire 
cooperation, to plan and apportion 
work, openness to suggestions. 

This chart is filled in twice a year ac- 
cording to a rating scale in which 5 
signifies exceptional; 4 is above average; 
3, average; 2, below average; and 1, 
deficient. Supervisor and officer make 
independent appraisals. 

The chart is submitted to the per- 
sonnel department which averages the 
ratings. An employee getting a mark 
below 70 is interviewed by his depart- 
ment chief who discusses with him, in a 
friendly conversation, the possible rea- 
sons for his rating. Suggestions are 
made for improvement in personal at- 
titude or for strengthening the individ- 
ual’s grasp of his work. Frequently 
study courses are recommended. Again, 
it may be found advisable to transfer 
the employee to another department 
because of some maladjustment. 

Employees who maintain ratings of 
70 and above are eligible for promotion 
as vacancies occur. 


SALARY INCREASES 


IN general, salary increases and ad- 
vancement are based on these ratings, 
consideration being given to the re- 
sponsibility carried by the individual, 
his potentialities for future develop- 
ment and his length of service. The last 
named factor, however, now carries less 
weight than formerly, for the bank be- 
lieves its retirement plan should bear 
part of the responsibility in this con- 
nection. 

In its efforts to maintain employee 
relationships on as human a basis as 
Possible the bank carefully steers away 
from all suggestion of paternalism or the 
factory system. It does not require the 
page boys to wear uniforms, although 
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it stresses the importance of personal 
neatness. Time clocks are not used, 
records of arrival and departure being 
kept on slips of paper which, inciden- 
tally, check the time schedule of each 
worker so as to assure compliance with 
the 40-hour provision of the code. 
Most beginners are taken from col- 
leges or local high schools. College men 
start as junior clerks and move from 
division to division in a system of rota- 
tion which the bank has devised as the 
best method of facilitating their de- 
velopment. Close contacts are main- 
tained with several high schools whose 
principals and teachers recommend 


promising students for employment 
upon graduation. Occasionally an officer 
of the bank visits a school to address 
the pupils on such subjects as “Look- 
ing For a Job” or “What a Bank 

The percentage of workers discharged 
for inefficiency is small. This is partly 
due to the care given to the selection of 
new employees, the theory being that 
the bank owes the applicant a thorough 
investigation of his record and qualifica- 
tions before assuming the responsibility 
of providing him with a livelihood. An- 
other reason is the effort made to put 
each employee in the right job. 
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‘*4 BANK cannot be too careful about 

A its foreign credits these days, 
what with all the standstill ex- 
| perience we have had since 1931,” the 
| manager of the foreign department of 
an important bank observed. 

He recalled, to illustrate his point, 
how his institution had collected in full 
one sizeable foreign item despite a 
| standstill agreement, and all because it 
had insisted upon the guaranty of the 
drawer as well as the acceptor of a for- 

eign bill. 
| The story began, in the case of this 
transaction, with the opening by the 
bank’s Budapest correspondent of a 
credit in favor of a Czechoslovak manu- 
| facturer covering glassware. As usual, 
the Hungarian bank agreed to have 
| dollars available to meet bills drawn by 
| the Czechoslovak firm, the Hungarian 
| bank to be reimbursed by the sale of the 
goods exported from Czechoslovakia. 
| The American bank informed the 
Hungarian bank that it would be glad 
| to handle the transaction, but as a mat- 
| ter of form it would have to have the 
| guaranty of the Czech firm. The Hun- 
| garian institution, if it thought the re- 
| quest peculiar, nevertheless acceded, 
| obtaining the Czech firm’s guaranty on 
the plea that it was a matter of form 
desired by the American correspondent. 

Before the bills came due the Hun- 
garian standstill agreement intervened, 
and the American bank was informed by 
the Hungarian bank that it regretted, in 
| view of the latest Hungarian govern- 
|mental decrees and the transfer re- 
| strictions imposed by its central bank, 
that it was unable to provide the dollars 
| to meet the bills shortly to become due. 
The manager of the American bank’s 
foreign department recalled that when 
the transaction had been made it was 
the policy of the bank on new for- 
| eign business to get the drawer’s guar- 
anty. He also recalled that there was 
no standstill agreement to which the 
Czechs were subject. So he wrote a po- 
lite note to the Czech house asking them 
to live up to their guaranty. 

The Czech glassware firm in due 
course returned a reply. They had 
signed the papers as a matter of form. 
| They had been informed that they 
| would never be expected to be responsi- 
| ble for the bills of the Hungarian bank. 
Furthermore, they, too, had Hungarian 
| collections which couldn’t be made. 
And, in conclusion, they were perfectly 
/amazed that an American bank would 


A Foreign Credit Collection 


even think of asking them to pay, under 
the circumstances. 

The manager of the American bank’s 
foreign department smiled when he 
read this letter. He had previously as- 
certained that the Czech firm had 
plenty of money. 

He answered the letter politely. If 
they were astonished that the American 
bank would even think of asking them 
to make the bills good, he wrote, the 
American bank was absolutely dum- 
founded to think that the Czechs ever 
had any idea of doing anything else. 

The Czech firm countered with a 
proposal to live up to its guaranty, pay- 
ing 25 per cent at once, 25 per cent in 
three months, and the remaining 50 
per cent within a year, with interest at 
4% per cent. Before it did so the Ameri- 
can bank received some reproachful 
comments from an unnamed central 
bank which, since they lacked basis, 
were weak. Recognizing the exceptional 
circumstances and taking into consider- 
ation the position of the glassware firm 
and Czechoslovak finances in general, 
the American bank accepted the in- 
stalment proposal. 

Obtaining such guaranties is a matter 
which must be discretionary, unless a 
bank does not choose to do any more 
foreign business than it has to. 


PRODUCTION CREDIT 


As Production Credit Commis- 

sioner in the F.C.A., S. M. 

Garwood directs the program 

of helping farmers form asso- 

ciations through which farm 

production loans can be ob- 
tained 
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Income Tax Service 


R the smaller bank the task of 
providing income tax service for 
customers is considered too frequently 
a luxury out of reach, either because of 
the cost of hiring an expert or doubt as 
to the qualifications of an officer ade- 
quately to interpret the law as it applies 
to customers. Usually large banks can 
procure the assignment of revenue 
bureau officials to help their customers 
but this is done less frequently than it 
used to be. There are reasons why, even 
if the services of an internal revenue 
man could be had for a few weeks, it is 
undesirable to utilize them, chiefly be- 
cause, in matters of doubt, he would 
naturally be inclined to favor the 
collector of the tax. 

Several banks have discovered that 
any junior officer can become sufficient- 
ly familiar with Federal income tax pro- 
cedure and law in a few weeks’ time to 
deal with all but a few questions which 
customers might ask. When unusually 
complicated technical or legal problems 
arise, it is easy enough then to give the 
bank’s attorney a ring on the phone and 
get his opinion. 

If it is not desired to do this, a phone 
call to the nearest collector of internal 
revenue, or a letter to his office, often 
will bring astonishingly helpful inter- 
pretations. Annotated copies of Federal 


COOPERATIVES 


Francis W. Peck, Cooperative 

Bank Commissioner in the 

F.C.A., supervises credit ex- 

tension to marketing associa- 
tions 
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tax legislation are plentiful these days | 


and any intelligent bank junior officer 


can accomplish much without resort to | 


attorneys or tax collectors for data. 


The average individual bank depos- | 
itor is an honest, conscientious person | 
who in case of doubt doesn’t bother to | 
ferret out exactly what he should do, | 


but gives the United States Treasury 
the benefit of the doubt. That these 
accumulated doubt benefits amount to 
millions of dollars yearly is shown in 


one way by the tax refunds the Treas- | 


ury makes annually. Thousands of re- 
funds which should be made are not, 
first because they are too small for a 
bank depositor to spend time and energy 
in obtaining and, second, because such a 
depositor often does not know he has a 
valid claim. Thirdly, there are many 
deductions which might be entered 
from taxable income which, if they are 
not made, are difficult to correct after 
filing of the return. 

Through its income tax consultant a 
bank—even a small institution—has an 
opportunity to make direct cash sav- 
ings for its depositors which they will 


remember with gratitude for years. And | 
to make such savings in no wise suggests | 


victimizing the tax collector, cheating 
Uncle Sam, or employing dubious legal 
sleight of hand. The cardinal policy of a 
bank income tax man is to give both his 
clients and the Government the benefit 
of his impartial interpretation of the 
meaning of the various provisions of the 
law. 

Use of the bank’s own attorney as a 
customer’s tax consultant has much to 
recommend it, but also drawbacks. In 
the first place, it is liable to give him 
much extra work, for which he will ex- 
pect extra compensation. In the second 
place many attorneys lean too far in 


favor of their clients and the customers | 


sometimes become embroiled in tax 
controversies. 

For a bank junior officer to become a 
first rate personal tax advisor not only 
establishes ideally intimate relations 
with customers in behalf of the bank but 
it gives the officer experience which can- 
not but be invaluable to him. If a bank 
does not desire to take on what seems 
to be a large task all at once, it may 
limit its service to individuals, leaving 
corporations to avail themselves of 
their own legal staffs for their knottier 


problems. Most corporations would pre- | 


fer to handle their tax matters their 
own way anyhow. 


GENERAL 
MILLS, ine. 


26th Consecutive 


Stock Dividend 


December 31, 1934 

Directors of General Mills, Inc. announce the 
declaration of the regular quarterly dividend 
of 75c, which is the 26th consecutive dividend, 
per share upon the common stock of the com- 
pany, payable February 1, 1935, to all common 
stockholders of record at the close of business, 
January 15, 1935. Checks will be mailed. 
Transfer books will not be closed. 


(Signed) KARL E. HUMPHREY, 
Treasurer. 


TRADITION 


Since Lincoln’s time, one out of 
every three Presidents have re- 
sided at the Willard . . . The 
modern Willard occupies the 
same site. Its exclusiveness, ex- 
ceptional accommodations, and 
luxurious appointments attract to- 
day’s celebrities and the ex- 
perienced traveler. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


Moderate Prices in Main Dining 
Room—Popular Price 
Coffee Shop 


WILLARD HOTEL 


“‘Residence of Presidents” 
WASHINGTON, D. C. 
H. P. Somerville, Managing Director 
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FIRST NATIONAL BANK 


St. Paul—remodelled 


BANK OF AMERICA FIRST NATIONAL BANK 


Sacramento St. Paul—before 
modernization 


JUNIOR CHAMBER OF COMMERCE 


Denver—two views of the same house 


| 


CHAMBER OF COMMERCE "CHAMBER OF COMMERCE 


A San Francisco house after repair Oakland 


YOU'RE INVITED 


TO INSPECT THIS REMODELING 
605 Dallas Street (Brooklyn and Dallas) 


“CHAMBER OF COMMERCE 


The San Francisco house OUTSIDE: 
. Partly left as we found it it shows the new and old in com 
before remodelling ; trast. ‘The front. elevation when completed will be as the ple- 


” ture shows, Note ttractive changes. 


INSIDE: 
All rooms are left in part as-they were. What they will be you na . 
pol pe judge from what has already been done in re- JUNIOR CHAMBER OF COMMERCE 
AN OBJECT LESSON: 
Syracuse—two stages of what you can do to improve or repair. 


DEPT. OF PUBLIC SAFETY We Will Be Glad to Advise With You 


Omaha—exterior and interior 


Los Angeles 


JANSS INVESTMENT CORP. 


San Antonio—part of the 
advertising campaign 


Seattle 


SEATTLE TRUST CO. 


HOUSE 


HORE CAMPAIGN 
Match This House !!!! 


MODEL HOME 
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= 704 E. Commerce St. F-6361 : 


CHAMBER OF COMMERCE OF TRADE 


Providence Louisville 


JANSS INVESTMENT corp. 


Los Angeles 
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Indianapolis—an old house Kansas City—the start 
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Indiana polis—the same house Kalamazoo—house in a Portland, Oregon—a modernized 
remodelled bank lobby kitchen 


Nation-Wide 


THEsE buildings are scattered throughout the country and 
are shown here in all stages of remodelling and repair. 


BANKING, in the course of collecting data on the modern- 
ization program, gathered together these pictures and many 
others. 


The Nation-wide character of the movement is a contemporary 
phenomenon, probably of great importance. 


Bankers have a primary interest in better housing as a matter 
of public welfare. 
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In a more leisurely day, car- 
riages drove up before the quaint 
building which housed the first 
office of the John Hancock. ... 
Today parking space is hard to 
find outside the Company’s huge 
modern structure in uptown 
Boston. . . . But its character 
remains unchanged. As in 1863, 
the name John Hancock stands 
for security, soundness, depend- 
ability. 


INSURANCE COMPANY 


OF Boston, MAssacnuserTs 


YOUR BOARD 


and the new developments 
This is a time when well-informed directors are 
pillars of strength. BANKING has a group subscription 
plan, by means of which your bank can supply this 
magazine, each month, to all or selected members of 
your board. The cost is negligible. More than a 
thousand banks are making profitable use of it. 


Recognizing Customers 


i per question of how to recognize and 
call by name the occasional caller at 
the bank came up for discussion. The 
vice-president declared he was born 
without a photographic memory and 
envied the paying teller, who at least 
usually had some clew to the identity of 
the person appearing before his window. 

“We are supposed to be a friendly 
and informal bank where the customer 
may walk right in and see the president 
or cashier without sending in his card 
by a uniformed floor man,” the vice- 
president remarked. “It works fine, so 
far as the daily visitor whom we all 
know by name is concerned, but think 
of the sinking sensation we get when a 
chap comes in who has appeared only 
once before, and that three months ago. 
More often than not it develops he has 
a large account, or his firm has; his face 
looks familiar but we cannot recall his 
name. 

“Tt makes an enormous hit with such 
a person to say, right off, ‘Good morn- 
ing, Mr. Hostetter; how’s the shoe 
business in East St. Louis?’ and the 
temptation sometimes is too great for 
us to refrain from taking a chance in 
the hope that we will guess rightly and 
that he is Mr. Hostetter. Of course, if 
he isn’t, it puts a man in a hole. 

“T have spent hours with various 
strangers, stealing glances at their hat 
bands, the clothing labels on their inside 
pockets, or trying to make sense out of 


STATEMENT OF CONDITION 
December 31, 1934 


RESOURCES 


U. Government, and Corporation Bonds... . 


Furniture and Fixtures 


Customers Liability Under Letters of Credit. . 


Interest Earned but not Collecte 
Due from U. S. Treasury 


Cash on Hand and Due from Federal Reserve Bank and Other Correspondent Banks 


50,000.00 
14,327,923.77 
$42,338,112.19 


LIABILITIES 


Capital Stock, Common.. . 
apical Stock, Preferred... 


Circulation................. 
Customers Letters of Credit... 
Special Deposits 

Deposits 


36,600,810.63 
$42,338,112.19 


The Omaha N ational Bank 


OMAHA, NEBRASKA 


monogrammed initials on their rings, in 
the hope of finding a pointer as to their 
identity. Finally, I tried to make a little 
frameup with the floor man. Whenever 
a face which was strange to him as well 
as to me appeared, he was to try to 
hold the man in conversation a few 
moments before letting him wander up 
to my desk. If he recalled the name, or 
learned it, he could tell me while I was 
talking with the man. If he glanced my 
way and frowned, I became busy for a 
moment with the telephone. 

‘Sometimes one of our tellers could 
tell me offhand who the fellow was. 
Sometimes one of our new business men, 
if he was around, could provide the iden- 
tification, unknown to the customer. 

“Once this worked out astonishingly 
well; the new business man not only 
noticed the visitor but passed along the 
information that his account had in- 
creased $25,000 above average the 
week before. I hadn’t seen the depositor 
in six months, yet I not only called him 
by name but congratulated him on the 
evidence of a fair degree of prosperity 
shown by his deposit on our books. The 
customer was glad to find that we had 
noticed some of his recent business 
successes. That incident was just a 
lucky fluke, but if we could repeat it 
often enough it would be a big thing for 
the bank. 

“There are various means by which 
you can get a man to give you his iden- 
tity without letting him suspect you 
don’t know it. If you know he is a de- 
positor, for instance, you can seize 
upon his visit as an opportunity to get 
him to sign a new signature card. The 
old one might be dirty and need re- 
placement, or the bank might be in- 
stalling an extra file of cards, etc. 

“Sometimes a customer will solve the 
problem himself in the first few minutes 
by pulling out a letter for discussion. 
Never betray the fact you don’t know 
his name until you have to; look and 
listen plenty and more often than not 
the unknown caller will introduce him- 
self unconsciously. Then you can act as 
though you knew him from the start. 
The hard part is to act that way any- 
how. 

“They talk a lot of the problems of 
memory confronted by a teller. The 
teller has an easy job compared with 
a vice-president or a president who 
hasn’t had the teller’s opportunities. 
But the stakes of quick identification 
are high and are worth playing for.”’ 
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Haunted Houses! 


SWEIGERT IN THE SAN FRANCISCO CHRONICLE 


CONVENTION 
CALENDAR 


A.B.A. Meetings 


Feb. 12-14 Annual Midwinter Trust Confer- 
ence, Waldorf-Astoria Hotel, New 
York, N. Y. 

Mar. 7-8 Eastern Savings Conference, Wal- 
dorf-Astoria Hotel, New York, 
N.Y. 

Apr. 14-17. Spring Meeting of Executive 
Council, Bon-Air-Vanderbilt Ho- 
tel, Augusta, Georgia 

June 10-14 A. I. B. Convention, Omaha, 
Nebraska 

Nov. 11-14 A. B. A. Convention, Roosevelt 
Hotel, New Orleans, Louisiana 


State Associations 


May 7-8 Oklahoma Bankers Association, 
Oklahoma City 

May 9-10 North Carolina Bankers Asso- 
ciation, Carolina Hotel, Pine- 
hurst 

May 14-15 Missouri Bankers Association 

May 16-17 Kansas Bankers Association, 
Topeka 

May 21-23 Texas Bankers Association, Gal- 
veston 

May 23-24 Georgia Bankers Association, Sea 
Island Beach 

May 23-24 South Dakota Bankers Associa- 
tion, Sioux Falls 

May 23-25 New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City 

June 7-8 West Virginia Bankers Associa- 
tion, White Sulphur Springs 

June 17-18 Utah Bankers Association, Zion 
Canyon National Park 

June 21-22 Colorado Bankers Association, 
Troutdale-In-The-Pines 

June 25-26 Wisconsin Bankers Association, 
Green Lake 
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BROWN BROTHERS 


Students of Banking 


NCE upon a time fire horses were 
as much a municipal fixture as 
the traffic problem and bonded in- 

debtedness are now. But there followed 
a change in transportation methods. 

The business men who make the 
most of such changes are not the ones 
who merely record the historical fact, 
but the ones who change their own 
viewpoints with the times. 

The business of banking has under- 
gone as rapid change as any other. 
Bankers have had to keep abreast of 
the times—keep up with the news. 

Most of the fundamental questions 
affecting banking just now cannot be 
answered correctly without a knowledge 
and understanding of what is happen- 
ing. The examination lists of the 
American Institute of Banking include 
an increasing number of questions such 
as these: 

What is the difference between a 
conservator and a receiver of a bank? 
Was the issuance of Federal Reserve 
banknotes justified? Why? What 
caused the breakdown of our banking 
system in 1933? 

And these questions might be pro- 
pounded: 

The banker deals in money. His li- 
abilities are expressed in terms of dol- 
lars. Therefore, changes in the value of 
money do not affect his accounts. Why, 
then, should he be concerned over our 
changing monetary policies? 
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Would you favor a further increase 
in the price of gold? Why? 

What provisions of the Securities Act 
of 1933 do you favor? Of which pro- 
visions do you disapprove? 

Do you favor the policy of the A.A.A. 
in dealing with the farmers’ “export 
surplus” problem? Give reasons. 

In your estimation, do the various 
provisions of the Banking Act of 1933 
increase the powers of the Federal Re- 
serve Board and of the Federal Reserve 
banks to any considerable extent? If 
so, how? 

Does the increased control of member 
bank credit given to the Federal Re- 
serve banks by the Banking Act of 1933 
provide sufficient safeguards to pre- 
vent the use of Federal Reserve bank 
funds for speculative purposes? 

Do you favor barring the receiving of 
deposits by non-banking institutions? 
Why? 

Do you favor a large public works 
program as an aid to recovery? Give 
reasons. 

If the N.R.A. were repealed, would 
you oppose or favor the repeal of the 
Sherman Anti-Trust Law? 

Do you accept the statement that 
mass production can be made to work 
only if it is accompanied by mass con- 
sumption? If you do accept it, have 
you any suggestions as to how the de- 
sired result can be assured? 

Why is it that in the United States 


there is a much greater degree of regu- | 
lation of banking than there is in Great 
Britain? 

Suppose you had the task of coordi- 
nating railroad and highway transpor- 
tation. What are some of the possible 
measures you would propose? 

Why has labor sought to impose the 
interpretation that Section 7 (a), which 
guarantees collective bargaining, should — 
mean bargaining with what labor calls | 
an outside or legitimate trade union? 
Why have employers sought a definition 
of collective bargaining which permits 
company unions? 

Should the Federal Government levy 
all taxes except real estate taxes? If so, 
should the revenues be allocated to the 
states on the basis of population? Of 
highway mileage? Of consumption of © 
taxed commodities? Of geographical 
area? 

In your estimation, how will the | 
operation of the Securities Exchange 7 
Act of 1934 tend to limit the losses of 
the public in their dealings in securities? 

Do you favor or disapprove of the © 
Federal deposit insurance plan? Give | 
reasons. 

What changes, if any, would you © 
make in the Federal deposit insurance © 
plan? 

Briefly summarize changes made in ~ 
the Federal Reserve Act as a result of | 
the legislation beginning in 1932. Do © 
you favor these changes? Why? 
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